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The Wavy Lines cre a La Monte Trade Mark 


Assurance of Safety 


Before the days of the Asbestos Curtain, even minor fires 
in theaters often brought panic and a heavy toll of casu- 
.  alties in their wake. }) ) In fact, the public eventually 
became so aroused by the frequency and magnitude of 
these disasters that, following Chicago's tragic Iroquois 
Theatre fire in 1903, laws and ordinances were passed 
_ in many states and cities, making the installation of safety 
/ curtains obligatory. })} )} Likewise, it was the urgent need 
for safer checks which brought LaMonte Safety Paper 
; into’ existence. This product was invented by George 
* LaMonte in 1871, following a period when “check raising” 
was so definitely on the increase as to cause grave con- 
cern among bankers and business men. })} }) And as 
LaMonte Safety Paper became more and more widely 
used, it became increasingly evident to all that here, at 
last, was a product which was more than a match for the 
forger. } } When you specify LaMonte Safety Paper, 
you are selecting a product which was not only the first 
in the field, but one which has maintained its leadership 
for nearly three quarters of a century. 
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For Samples of La Monte Safety Paper see your 
Lithographer or Printer—or write us direct. 


We supply many banks and business organizations 
with their own INDIVIDUALLY IDENTIFIED Safety Paper. 
The issuing organization’s Trade-Mark is in the paper 
itself and appears on both the front and back of the 
check. Such INDIVIDUALIZED paper provides maximum 
protection against counterfeiting—saves Banks sort- 
ing time—helps prevent errors, 
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Play Pen 


Sms: While our bank is primarily a 
business man’s institution, an ever-increas- 
ing number of housewives have been mak- 
ing use of our services. Many of these are 
mothers who have had to handle transac- 








tions with one hand while holding onto 
children with the other. 

Our president, Roy A. Hitchings, solved 
this problem by irstalling a play pen in 
one corner of the lobby. It contains some 
juvenile furniture, a selection of picture 
and color books, and a blackboard. 

E. O. Meen, Publicity Department, 

Irvington National Bank, 
Irvington, New Jersey 


+ ¢ > 


Art Exhibition 


Sirs: From May 14 to 28 we held an 
exhibition of the work of art students of 
our neighbor, Washington Irving High 
School. This school is renowned for its 
art department and offers an intensive art 
training. 

The exhibition was undertaken as a 
community project to encourage students 
by giving a public showing of their work, 
with awards in various classifications. The 
display included over a hundred exhibits 
in sculpture, portraits, prints, neighbor- 
hood scenes, textile and costume design. 

We believe this type of neighborhood 


The Bank for Savings in The City of New York 


exhibition is of great value and offers a 
suggestion to other communities. 
R. R. McE tvare, Senior Vice-president, 
The Bank for Savings in 
the City of New York, 280. Fourth Avenue, 
New York 10, New York 
e ee 


Better Farms 


Strs: I want to congratulate you on 
the fine job you have done on the article 
on Georgia’s 100 Better Farms by Roy N. 
Emmet, Sr. 

A great many of the 700 incorporators 
of Georgia Better Farms are bankers, and 
I-am sure they will have a special interest 
in the article. 

Cason J. CALLAWAY, 
Blue Springs Farms, 


Hamilton, Georgia 
e + 6 


From Australia 


Strs: Please allow me to mention that 
the arrival of your publication is always 
awaited by me with the greatest interest. 
Although some of the topics debated 
through your columns are foreign to our 
practices here, they are of an educative 
value and in that regard I think your 
magazine stands alone. 

G. B. Cassipy, Manager, 

The Commercial Bank of Australia Limited, 
Elizabeth and Collins Streets, 
Hobart, Tasmania 
. ¢ °¢ 


For Busy Readers 


Sirs: The Burroughs Clearing House is 
a great publication, particularly during 
these busy times. I have been on your 
mailing list for over twenty years, and 
there have been few issues that have not 
been read from cover to cover. 
Harry H. Rosinson, President, 
West New Brighton Bank, 
West New Brighton, New York 
oe eee 


Women in Banking 


Sirs: I thought the article ““Women in 
Today’s Banking World,” by Dorcas 
Campbell was especially good. 

GeorGE H. Router, Manager, 

Liberty Bank of Buffalo, 
South Side Office, Buffalo, New York 
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In the TREND of BANKING 





Dr. Stonier Looks Ahead 


That the future will be the “era of the 
competent common man” was the predic- 
tion made by Dr. Harold Stonier, A. B. A. 
executive manager, in a talk before the 
District of Columbia Bankers Association. 
In this connection he cited the ability of 
American banks to serve the masses, in 
contrast to the European banking system 
which has tended to go in for a “class 
business.” 

Dr. Stonier asserted that the national 
debt and the tax load will bring about a 
leveling process to the extent that “in the 
future, millionaires will be about as numer- 
ous as Republicans in South Carolina.” 
He added: ‘“‘We will have large corpora- 
tions, but more and more their ownership 
will be diversified in small holdings. There 
will still be opportunity for the display of 
initiative and resourcefulness, but the 
rewards will not be in terms of great per- 
sonal wealth.” 

That the banks are already well adapted 
to this trend was Dr. Stonier’s contention. 
“American banking during most of its 
existence has been dealing primarily with 
the wants and needs of people of small 
means,” he maintained. “In no country 
of the world can the ordinary man of 
small means open and conduct a bank 
account as he can in America.” 

Opposes guarantee. It was noteworthy 
that Dr. Stonier also reiterated the belief 
that there is no need for the Government 
to insure loans of banks against loss. He 
declared unequivocally: ‘“‘As banks we 
must face the future confident of our 
ability to stand on our own. There are 
some who would have the Federal Govern- 
ment underwrite the hazards of business 
life in America. The American Bankers 
Association believes that the Government 
will have all it can do to meet its obliga- 
tions, now running into hundreds of billions 
of dollars. We have a national debt six 
times as great as in the last war. On the 
other hand, business as a whole is in good 
condition. Individuals have more money 
on deposit in banks, in bonds and in cash, 
than at any other time. Local and State 
governments are in excellent financial con- 
ditions. Banks are sound. Why should 
the Government incur further liabilities in 
the interest of banks or any other business 
institutions?” 

7 « * 


A. B. A. Vice-president Cites 
Banking’s Post-war Plans 


After the war, the public can look for- 
ward to new types of banking service, 
predicted Frank C. Rathje, A. B. A. vice- 
president and president of the Chicago 
City Bank & Trust Company, speaking as 
guest of honor June 10 on ““Your America,” 
coast to coast network program of the 
Union Pacific Railroad which is broadcast 
over 126 stations. After citing banking’s 
part in the building of the nation, and in 
the war effort, Mr. Rathje declared: 

“When the war is over, banking service 





DR. HAROLD STONIER 


Sees ‘‘era of competent common man”’ 











F. C. RATHJE, 
A. B. A. 
vice-president 


W. M. JEFFERS, 
president, 
Union Pacific Railroad 


Mr. Rathje predicts broader services 


will be given to more people than ever 
before. Banks have a program to increase 
their personal loan services; in many 
places, banks are setting up small business 
loan departments to provide for the credit 
needs of small business; new types of loans, 
tailor-made to fit the needs of the bor- 
rower, are being developed; and relation- 
ships are being established between larger 
city banks and those in smaller places to 
co-operate in making loans. 

“Additional reservoirs of credit are set 
up in all sections of the country. These 


consist of banks banded together on a 
voluntary basis to provide pools of credit 
to be drawn upon in addition to the regular 
lendable funds of the individual banks. 
More than $700,000,000 have been set up 
in these credit reservoirs. 

“This is a co-operative program under 
which the nation’s banks agree to take 
care of the credit needs of the country. 
The banks of America are determined that 
every competent man, firm or corporation 
needing bank credit shall get it if the money 
is to be used for a constructive purpose; 
that small business shall have the oppor- 
tunity to grow and prosper.” 


* + e 


Sound Financial Advice 


As savings bonds and then war bonds 
begin to mature, it can be foreseen that 
extensive and continuing campaigns will 
be maintained to persuade holders to re- 
invest the proceeds in new bonds,.to keep 
as large a share of the public debt in the 
hands of individuals as possible. Banks 
as well as the Treasury will have an inter- 
est in promoting educational programs of 
this nature. 

An early step in this direction is seen in 
an advertisement of the Bowery Savings 
Bank, New York City, which has the fol- 
lowing heading: “$5.33 1/3 for each $3... 
instead of $4 for $3.” The copy explains 
that holders of maturing Series A “baby” 
bonds can cash them and obtain the 
promised $4 for each $3 invested, but can 
get much more than this by reinvesting 
the proceeds in war bonds. “Under this 
plan,” it is pointed out, “you will get 
$5.33 1/3 for each $3 of your original in- 
vestment. You will earn a total profit of 
more than 77 per cent on your original 
investment.” 

Dollars and cents. Some recent bank 
advertising has also stressed the monetary 
advantage of holding war bonds to ma- 
turity. Sometimes this is expressed in 
terms of comparative. percentages of re- 
turn, but The United States National Bank 
of San Diego (California) illustrates the 
point that “‘war bonds increase in value 
faster the longer you hold them” with 
some plain dollars and cents figures that 
everyone can readily understand. In a 
newspaper advertisement it states: 

“When you pay $75 for a $100 bond, 
here is how it goes to work for you earning 
interest: 


‘After 2 years, it is worth $76.50—$1.50 
profit for you (75 cents per year). 

“*After 4 years, it is worth $80.00—$5.00 
profit for you ($1.25 per year). 

“‘After 6 years, it is worth $84.00—$9.00 
profit for you ($1.50 per year). 

“After 8 years, it is worth $92.00—$17.00 
profit for you ($2.1214 per year). 

“After 10 years, it is worth $100.00— 
$25.00 profit for you ($2.50 per year).” 


A footnote reads: “Note that during 
the last two years, your bond earns more 
than 5 TIMES as much interest for you 
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of Cooperation 
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) Under the direction of officials 
with years of service in this field, 
assuring a knowledge of require- 
ments and valuable assistance. 
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New home of the Columbia National Bank, Kansas City 


as it did during the first two years!” 
All of which is sound advice on personal 
finance, and helpful to the war effort. 


° o ¢ 


Housing Problem Solved 


An accompanying picture shows the 
modern new quarters of the Columbia 
National Bank at 921-23 Walnut Street, 
Kansas City, Missouri. It formerly leased 
offices in the R. A. Long Building, occupy- 
ing space which will comprise part of the 
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ABRASIVES 


Without abrasives, modern production for 
war and peace would be impossible. 
Buffalo is the center for much of the 
country’s abrasive manufacture. 


The Marine Trust Company has aided in 
the development of this business since 
its location in the Buffalo area. 


Member of Federal Deposit Insurance 





MARINE TRUST COMPANY 


Buffalo’s Oldest and Largest Commercial Bank 








post-war home of the City National Bank 
and Trust Company. 

With light blond wood cages, new furni- 
ture and fixtures, and an interior com- 
pletely redecorated, Columbia’s offices are 
highly attractive. An equipment feature 
of the three-floor bank is its intercom- 
munication system involving the use of 
telautograph and compressed air tubes to 
speed messages. 

E. E. Howard, the engineer who super- 
vised the extensive remodeling project, is a 
director of the bank. 


+ a ® 


Tie-up With Utilities 


A number of Philadelphia banks are 
smartly promoting home modernization 
loans and paving the way for eventual large 
volume financing of appliances, through 
hook-ups with local electrical and gas 
utility organizations. 

One co-operative arrangement is with 
The Electrical Association of Philadelphia, 
which has launched a widespread news- 
paper campaign to convince home owners 
that a modern wiring job is a logical pre- 
liminary to equipping their dwellings with 
new electrical appliances in “‘194X.” 

The Association also prepared a folder 
titled, “Take These Three Steps to 
Modern Living.” The co-operating banks 
have paid half the cost, and are distributing 
copies to their depositors and customers. 
Step No. 1 is to repair, remodel, modernize 
and renovize. Step No. 2 involves the wir- 
ing of homes to accommodate post-war 
appliances. Step No. 3, which will have 
to be deferred, concerns the purchase of 
automatic washers, air conditioning, and 
other home conveniences. 

On the back of the folder there is a re- 
payment schedule for home improvement 
loans of varying amounts, and space for 
the name of the sponsoring bank. In the 
first six weeks of the co-operative drive, six 
Philadelphia banks distributed 160,000 of 
the folders. It is expected that most of 
the city’s 40-odd banks will eventually 
participate. 

Meanwhile, The Philadelphia Gas Works 
Company has announced to its dealers that 
Philadelphia banks “‘stand ready to supply 
a complete financing service of maximum 
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Number 1 of a series of 
advertisements appearing 
currently in Time Magazine, 
Business Week, Newsweek, 
Atlantic Monthly, Harper’s, 


Wall Street Journal, Barron’s 














WW STAND READY TO BACK UP OUR CORRESPONDENT BANKS 
in providing adequate credit for local enterprises regardless of size if inherently 
sound. The type of organization we have developed for serving correspon- 
dent banks, and the experience of our officers in dealing with loans to in- 


dustry in all sections of the country, enable us to act promptly in cooperating 
with local banks to provide adequate local credit. 


BANKERS TRUST COMPANY 


NEW YORK 








Member Federal Deposit Insurance Corporation 


























In writing to advertisers please mention The Burroughs Clearing House 
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“Credit Loss History May Repeat 
BUT | WONT!” 



















AFTER WORLD WAR ONE credit losses 


climbed quickly. In just three years...as the 
accompanying chart shows . . . the number of 
commercial and industrial failures jumped to 
367% of the 1919 total; current liabilities in- 
volved soared to 551%. 


WILL HISTORY REPEAT? No one knows. 


That’s why thousands of banks recommend 
Credit Insurance to their customers . . . and 
many banks insist on this added protection in the granting of loans. 


















American Credit Insurance places a definite cash value on accounts 
receivable for goods shipped . . . guarantees that they will be paid . . - 
and this protection now can be extended without charge to 
include the bank as a named assured. Write now for more in- 
formation to: American Credit Indemnity Company of New York, 
Dept. 49, First National Bank Building, Baltimore 2, Maryland. 


PRESIDENT 


AMERICAN American 
CREoIT INDEMNITY 


COMPANY Credit Insurance 


Guarantees Payment 
of Accounts Receivable 





OFFICES IN PRINCIPAL CITIES OF UNITED STATES AND CANADA 
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dependability for the wide variety of 
products which will be sold. The progres- 
sive banks will not only purchase paper 
resulting from retail sales, but will also 
provide other services, such as financing 
of floor displays and inventory. Accounts 
receivable can be assigned to them under 
some plans.” 

The utility cited as another consideration 
the fact that bank promotion of the home 
improvement idea would help to stimulate 
appliance sales. It suggested that the 
dealers talk to their local banks and discuss 
time sales requirements with them. 


2 ° ° 


Publicizing G. I. Loans 


“First” G. I. loans continue to make 
news and subjects for bank advertising. 

Thus, the First National Bank in Merced 
(California) recently utilized . newspaper 
space to relate the fact that it had made 
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the first tractor loan to be extended in its 
vicinity under the G. I. farm loan provi- 
sions. 

Which is worth remarking about, for 
agricultural loans to veterans have so far 
been few and far between, due largely to 
the problem of “normal” valuations under 
today’s market conditions. 
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Movie on Auto Plan 


A motion picture explaining how banks 
and insurance agents can profitably co- 
operate in financing the purchase of auto- 
mobiles and in insuring them is now being 
produced by the Aetna Casualty & Surety 
Company, Hartford, Connecticut. It is 
expected to be ready for release early in 
September, and will be shown to banks 


’ throughout the country, as well as to 


insurance gatherings. 
Scenes in the film, taken in a number of 
banks, will show the exact procedure which 
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is followed when a prospective car buyer 
applies for a loan. Other scenes will show 
some of the advertising and promotional 
activities which banks are using in connec- 
tion with the plan. 

Bankers who will appear in the film 
include: Frank G. Anger, vice-president, 
Industrial National Bank of Chicago; Mills 
B. Lane, first vice-president, The Citizens 
& Southern National Bank, Atlanta; W. M. 
Harlan, Jr., vice-president, Manchester 
Bank of St. Louis; Irving Lemaux, presi- 
dent, and Charles Mattox, assistant secre- 
tary, Security Trust Company of Indian- 
apolis; C. O. Weidman, assistant cashier, 
National City Bank of New York; and 
P. M. Jones, assistant cashier, Old Phoenix 
National Bank, Medina, Ohio. 


¢ * ¢ 


Idea Worth Repeating 


More than a year ago The First National 
Bank of Philadelphia pioneered the experi- 
ment of inviting a group of its corre- 
spondents in the Third Federal Reserve 
District to attend a “discussion meeting,” 
at which well-qualified speakers covered 
various timely banking subjects. 

The idea was so enthusiastically received 
that it was repeated again this year. On 
June 15 the Philadelphia institution spon- 
sored another such gathering, to “‘provide 
a background for further thinking and dis- 
cussion about ways in which we, as 
bankers, can serve our many communities,” 
as President Harry C. Carr explained. 

Topics covered included installment 
loans, term loans, government bonds, G. I. 
loans, and the metropolitan bank’s re- 
sponsibility to its correspondent banks. 

J. Paul Crawford, vice-president, is in 
charge of the First National’s corre- 
spondent bank activity. 
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A Mighty Effort 


As the pictorial examples on the follow- 
ing page indicate, banks and other financial 
institutions extended mighty support to 
“The Mighty 7th.” 

In an official release issued to news- 
papers during the drive, Ted R. Gamble, 
national director of the Treasury’s War 
Finance Division, testified: ‘Banks, their 
officers and employees are taking part in 
the sale of bonds in the 7th War Loan on a 
scale never before attempted in a war 
bond drive. Before the drive is over, most 
of the 34,000,000 depositors having check- 
ing accounts will have been solicited per- 
sonally through banking connections to 
buy extra bonds . . . Bank presidents have 
sent literally millions of personal letters to 
prospective bond buyers. Many thousands 
of banks have developed their own pro- 
motional material and produced their own 
sales literature. Hundreds of banks are 
offering prizes to employees for the highest 
sales to individuals, and hundreds of team 
contests are under. way.” 

Some of the promotion ideas developed 
during the drive, and worth tucking away 
for future reference, are summarized here. 

> Monroe Bloom, advertising manager, 
Anglo California National of San Fran- 
cisco, rates credit for designing a “‘super” 
display for the main office, dramatizing 
what war bonds will buy in the form of 
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When You Have Dealings 
with Detroit 


Many of your customers sell to or buy from 
Detroit—the Automobile Capital of the world. 


A correspondent connection with Manufacturers 
National Bank of Detroit may assist you in han- 


dling the business of these customers promptly. 


* Buy More War Bonds * 


MANUFACTURERS NATIONAL BANK 
OF DETROIT 


DETROIT 
DEARBORN : HIGHLAND PARK 
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Member Federal Deposit Insurance Corporation 
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Experienced Foreign Banking Service in 


CUBA 


and throughout the 


WEST INDIES 


We offer banks and business firms interested in foreign trade, an experi- 
enced ‘‘on the spot’’ banking service in Cuba, and throughout the West 
Indies. Long established branch offices assure you of valuable assistance. 









Branches in Cuba, Haiti, Puerto Rico, Dominican Republic, the 
British West Indies, Central and South America. 










Two branches in London, England 
Complete foreign banking service in all parts of the world 


New York Agency—68 William Street 


THE ROYAL BANK OF CANADA 


Incorporated 1869 
HEAD OFFICE—MONTREAL 





Branches in Canada 
from Coast to Coast 


Resources exceed 
$1,700,000,000 
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military equipment or peacetime civilian 
goods. One side showed an amphibious 
invasion of a Jap-held island; the other a 
modern post-war city in miniature. Bat- 
teries of electric push buttons were ar- 
ranged around the displays, representing 
various war bond amounts. Whena button 
was pressed, it illuminated an item of 
equipment which the indicated amount 
would buy. Thus, in the war battle set- 
ting, the $18.75 button illuminated a 
bazooka being fired by a marine. In the 
post-war panorama, the $100 button 
illuminated a streamlined washing machine. 
The entire display was surmounted by a 
rotating ““7th War Loan”’ sign. 

> Probably the most elaborate promo- 
tion exhibit of all was “The Fighting 
Lady,” exact 103-foot replica of a 27,000 
ton aircraft carrier, stationed in the lower 
plaza of Rockefeller Center, New York, 
and manned by a 75-man crew. The 
exhibit was a joint activity of the Treasury 
Department, the U. S. Navy and the New 
York State savings banks. It was used to 
stimulate bond sales, since tickets of admis- 
sion to inspect the “Fighting Lady” were 
available only to purchasers of war bonds. 
The tickets were sold through the savings 
banks, at their offices or at a special bond 
booth they maintained at the exhibit. 

> Individual memorials to the ten Gold 
Star service men from the bank’s staff 
constituted the strongest possible kind of 
appeal in the 7th War Loan by The 
Citizens and Southern National Bank, 
Atlanta, Georgia. In the bank’s block- 
long lobby, behind the teller stations, there 
are ten arched bays. In each of the bays 
was hung a seven-foot memorial to a Gold 
Star employee. Edged with a narrow red, 
white and blue border, the memorial was 
headed with a large gold star beneath 
which appeared the name and rank of the 
service man and the date he was killed. 
Then in his name there was an appeal for 
the utmost contribution in the 7th War 
Loan campaign. Also, in grateful remem- 
brance, a picture was taken of each sepa- 
rate memorial, and after being attractively 
mounted in a cover it was sent to the 
parents with a letter from H. Lane Young, 
president of the bank. 

>A unique bond selling booth was 
erected and operated in front of the Sub- 
treasury Building in the New York finan- 
cial district by the Chase National Bank. 
It was an authentic reproduction of the 
balcony of Old Federal Hall on which 
George Washington took the oath of office 
as first U. S. President. Girls from the 
bank’s staff, dressed in colonial costumes, 
were in attendance. Purchasers were 
handed their bonds in a folder describing 
the historic site. 

>The OLD National Bank of Evans- 
ville (Indiana) had a picture taken of each 
officer and employee, and these were 
printed on individual cards, captioned 
**Selling War Bonds is My Business.” The 
cards gave the person’s name and title, 
carried a war bond message, and stated: 
**I personally invite you to buy your extra 
bonds at the OLD National Bank—Be 
sure to mention my name... I’ll be inter- 
ested to know that you bought extra 
bonds.” A record was kept of the names 
to which the cards were sent, and unless 
subscriptions were received within a given 
date, the mailing was followed up by a 
telephone call or personal visit. 
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Our Brussels Office 


An American Bank in Belgium 


Following the Treasury Department’s recent 
announcement of the removal of many restric- 
tions on private trade with Belgium, the way 
has been opened for the making of payments 
through this Bank’s Office in Brussels. This 
Office, opened in 1919, affords complete bank- 
ing facilities for international trade. 


Our Foreign Department, through our New 
York organization, our offices in London, Paris, 
and Brussels, and our correspondents in all parts 
of the world, is exceptionally equipped to serve 
domestic banks and their clients. We invite 
inquiries as to how we may assist in specific 
problems arising in foreign trade. 


Guaranty Trust Company 
of New York 


Capital Funds, $305,000,000 


140 BROADWAY 
FIFTH AVE. AT 44TH ST. NEW YORK [6 


NEW YORK I8 


MADISON AVE. AT 60TH ST. 
NEW YORK 21 


LONDON: PARIS: 
II BIRCHIN LANE E.C.3; BUSH HOUSE W.C. 2 4 PLACE DE LA CONCORDE 


BRUSSELS: 27 AVENUE DES ARTS 


Member Federal Deposit Insurance Corporation . 
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> In view of the importance of shipping 
and naval power in the Pacific, many of 
the 7th War Loan displays ran heavily on 
the “‘salt water’ side. Very appropriately, 
The Boatmen’s National Bank of Saint 
Louis exhibited actual scale models of 
Navy combat and service ships; the models 
had never before been publicly displayed 
as a group, and together were valued at 
over $75,000. The largest exhibition of 
modern merchant ship models ever assem- 
bled in the United States attracted many 
thousands to The Commercial National 
Bank and Trust Company of New York, 
and exemplified where “some of the money 
goes.”” Guaranty Trust Company of New 
York, in its Fifth Avenue Office, featured 
a working model of a Navy LST on a 
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South Sea island beach. 

> The biggest globe ever made with an 
accurately drawn and printed map was 
given its first’public display in the lobby 
of the American National Bank and Trust 
Company of Chicago. By providing a 
better understanding of our long supply 
line and the tremendous problems involved 
in maintaining large forces overseas, it 
emphasized the importance of making the 
7th War Loan a success. 

> Chemical warfare weapons, revealing 
many developments heretofore closely 
guarded, were exhibited at the Republic 
National Bank of Dallas. Military per- 
sonnel were present to explain how the 
newest incendiaries, etc., operated. 

>An electrically-lighted, three-dimen- 





REPRESENTATION 
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Nationwide dependence upon the 


productive activities of the Great 
Lakes Industrial Region, emphasizes 


the need for direct banking represen- 


tation in the Cleveland area. 


Industries and banks can secure 
distinct benefits in having the facil- 


ities of Central National Bank of 


Cleveland at their disposal. 








CENTRAL NATIONAL BANK 


of Cleveland 


@ CLEVELAND 1, OHIO 


MEMBER FDIC 





sional display of the Iwo Jima flag raising 


scene attracted attention at The Second 
National Bank, Washington, D. C. A 
hidden fan kept the flag in constant motion. 

> Varying from the warlike theme em- 
bracing exhibitions of military equipment, 
the First and Merchants National Bank, 
Richmond, displayed instead an attractive 
home in miniature. The thought was 
that this was what our men were fighting 
for, and it urged the public to help bring 
them back sooner through war bond 
purchases. 

There were countless other examples of 
bank participation in The Mighty 7th, 
all directed toward bringing about the 
widest possible distribution of war bonds 
to individual investors. 


a ° 


Catalogue of Bank Services 


Distinguished for its completeness is the 
26-page “Handbook for Financing Your 
Post-war Living,” of the First National 
Bank in Sioux City (Iowa). 

In a foreword, A. G. Sam, president of 
the bank, points out that in the near 








To help counteract post-war slump 


future Sioux City will feel the impact of 
reconversion to a peace footing. He adds: 
“In this handbook we desire to present for 
your information a general outline of serv- 
ices offered in which we can be helpful in 
this important work before us. Let’s all 
help make jobs for the returning boys, and 
see Sioux City and its neighbors continue 
to prosper without a post-war let-down.” 

The contents cover some twenty-two 
different types of loans, subdivided under 
(1) loans to individuals; (2) business and 
commercial loans; (3) farm loans. There 
is also a section on the other services the 
bank offers, and even an outline of the 
facilities for country banks. 

With reconversion already in process, it 
would seem that virtually every bank could 
make use of similar “‘catalogues.”” The 

. Sioux City bank mailed the handbook to 
local business firms, to a selective list of 
individuals, and to farmers and banks in 
its trade territory. 
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This is a family affair 


We believe we have something mighty un- States, our experience and facilities are about 
usual in the business world. It’s a kinship as wide as they come.) 
with our Correspondent Banks which — quite 


One thing our Correspondents like particu- 
literally — money can’t buy. 


larly is the speed with which we handle transit 


it begins with sincere mutual friendship and items. We are one of the nation’s largest 
respect. It thrives on genuine helpfulness and users of air mail for check collection purposes, 
co-operation. so, in effect, our speed is limited only by the 
Everything we have at The Pennsylvania Com- speed of the airplane. 

pany is freely offered to our Correspondents Next time you talk to one of our Correspon- 
at all times. (Considering that we are not dents, ask him about our relationship. We 
only a large bank, but also one of the oldest believe he will tell you, as we have, that it’s 
and largest Trust Companiés in the United very definitely “a family affair.” 


THE 
PENNSYLVANIA 
COMPANY ..... ccs: >. 


LIVES AND GRANTING 
ANNUITIES @ Founded 1812 


PHILADELPHIA 


MEMBER FEDERAL RESERVE SYSTEM e FEDERAL DEPOSIT INSURANCE CORPORATION 


In writing to advertisers please mention The Burroughs Clearing House 
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TO BANKS 


WITHOUT A FOREIGN DEPARTMENT 


Seeking DProfilal le, 
Yimely Pustwess 


LETTERS OF CREDIT—both domestic and foreign—are 
increasingly used as a financing method by business 
today—whether as buyer or seller. There are definite, 
practical reasons for this trend—time saved, flexibility 
permitting quick decisions in concluding a deal, and 
reduced time involved in credit investigation. 

You do not need a foreign department to participate 
in this trend. You provide the judgement of credit and 
knowledge of the character and standing of the borrower; 
we provide the mechanics of issuing the Letter of Credit. 
Your customer benefits, and both your institution and 
ours are adequately compensated. 

Write us about Letters of Credit and we will explain 


how we can “get together” on handling such transactions. 


THE PHILADELPHIA 
NATIONAL BANK 


PHILADELPHIA 1, PA. * ORGANIZED 1803 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Behind the advisory service is this investment research department staffed with specialists in various securities 


A BANK INVESTMENT CLINIC 





Lond Advisory Service 


A revealing description of the methods and formulas used 
in the diagnosis of a correspondent’s investment program 


UR bank advisory division was 
C) cstabiished in August, 1933. It 

was intended to provide our cus- 
tomers with a modern “clinical” ap- 
proach to the problem of bank invest- 
ments. The bond account problem 
at that time, it will be recalled, was 
not simply a matter of maturities and 
yields on Governments. 

Three principal operating policies 
were adopted at the inception of the 
service: first, to confine our activities 
entirely to banks in order to maintain 
a specialized bank viewpoint; second, 
to limit ourselves to diagnosis and 
advice on the investment account, 
with no active supervision of the port- 
folio; third, this service to be available 


By 
JOSEPH M. DOWNES 


Manager, Bank Advisory Division, First 
National Bank, Mi polis 2, Mi ft 





only “‘on request,”’ without charge and 
with no discrimination between _ the 
larger and the smaller banks. The 
advisory division was placed under the 
Department of Banks and Bankers 
which underwrites its entire cost in 
order to eliminate the possible in- 
fluence upon its advice and opinions 
of a potential profit motive. 

This beginning, it seems to us, was 


a particularly fortunate one that has 
lent itself well to subsequent develop- 
ments. 

It will be recalled that the 1933 bank 
holiday revealed the financial cancer 
in many a bank to be the bond account. 
We recognized if our service was to be 
of any value it had to be positive. 
Hedging and evasive answers were to 
be avoided. This meant that each 
individual issue must be studied from 
the standpoint of its suitability as an 
investment for the bank under review. 
The entire bond portfolio must be 
studied in its relation to the bank’s 
statistical position as revealed by its 
published statements. 

Our set-up exists today as it did 











LYMAN E. WAKEFIELD, chairman of the board 


from the beginning, with over-all direc- 
tion coming down from our board 
chairman, L. E. Wakefield, through M. 
O. Grangaard and K. T. Martin, vice- 
president and assistant cashier, respec- 
tively, of our Department of Banks and 
Bankers. Because of Mr. Wakefield’s 
staunch belief in the dual system of 
chartered banking, our work has his 
constant support. He considers it a 
constructive service in our strong 
correspondent relationship with the 
banks throughout our district. 

Since all reliable clinics must have 
expert laboratory facilities, so do we. 
As a part of our set-up we have an 
investment research division. This is 
a division of some twenty people 
supplying investment studies, special 
researches, and statistical material to 
guide our bank and its various depart- 
ments, such as the trust and bank 
advisory divisions. It is headed by 
G. Sidney Houston, economist and 
close student of Government fiscal 
policy, and staffed by specialists in 
municipal, corporate, railroad and pub- 
lic utility securities. 

This brings us down to our specific 
job of serving our out-of-town cus- 
tomer banks. In our territory, com- 
prising Minnesota, the Dakotas, Mon- 
tana, and parts of Iowa, Wisconsin 
and Michigan, these banks range from 
relatively small institutions to moder- 
ately large city banks. The territory 
is also widely diversified, ranging from 
cash crop grain farming and cattle 
raising to year-round dairying, and 
includes communities having highly 
seasonal mining and lumbering oper- 
ations. Each bank in each type of 
territory has its own individual case 
history with which we must become 
quite familiar in order to background 
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our studies. Today, of course, as a 
result of national conditions, this work 
is largely in the field of Governments 
but the problems are none the less 
exacting or interesting. 

Our first step in the study of any 
bank’s investment program is to con- 
sider its deposits. This is something 
more than a separation by time and 
demand deposits; it is a consideration 
of the nature of the deposits. These 
are likely to vary in a number of dif- 
ferent ways, and to bear out the point 
that no two banks are the same. 


PDEPosiTs in the dairying sections of 

Wisconsin, for example, are likely to 
be fairly evenly divided between time 
and demand deposits and to remain 
fairly steady throughout the year, 
although they will vary between banks. 
Deposits in the wheat growing areas 
of Montana and North Dakota are 
likely to run higher in demand than in 
time deposits and to be highest in the 
fall. 

Then, a point of major concern to 
every banker and to his investment 
program is the probable trend of his 
deposits in the post-war era. There is 
little question in our mind that there 
will be some shifting of deposits. It 
is not very satisfactory to try to 
generalize on this but we think it 
might be said that deposits will be 
likely to leave agricultural centers and 
shift to centers producing durable 
goods and other industrial items. 

Deposits in our territory have been 
increasing abnormally during the war 
in almost all banks. In normal times 


some of these would have moved out 
in payment for replacement of auto- 
mobiles, trucks, farm machinery, re- 
pair material and other items. 


Since 


M. O. GRANGAARD, 
vice-president 


= ? = 








K. T. MARTIN, 
assistant cashier 


The advisory division, strongly supported by Mr. Wakefield, is under the Department of Banks and Bankers 


those goods were not available, deposits 
have increased to all-time high levels. 
We try to come to some reasonable 
estimate with each banker as to the 





To illustrate the techniquagsed, M 


The article analyzes these figures 








RECAPITULATION STATEMENT 
OF THE JOHN DOE BANK 


Analysis of Capital Structure 


Percentage Analysis of Investments 
as Related to Deposits 
Total-»Deposits 


Loans & Discounts 23,388.89 


$460,298.47 100.0% 
5.1 
5.1 








Capital Stock $30,000.00 
Debentures 5,000.00 
Surplus 10,000.00 
Undivided Profits & Reserves 7,225.52 
Tora CaPiITraL $52,225.52 
Plus: Appreciation in Bond Account 5,088.59 
Net Untmpatrep Capita $57,314.11 
Deduct: 1 for10 Ratioof Capital to Deposits 39,218.25 
(Excluding War Loan Deposit Account) —_—__—_ 
CapPITAL REQUIREMENT Excess $18,095.86 


























U.S. Government & Other Bonds 345,445.88 7 ; % 
Tora INVESTMENTS $368,834.77 80.2% 
Breakdown of Deposits on a Time 
and Demand Basis 
Demand $275,787.91 59.9% 
Time 184.510.56 40.1% 
$460,298.47 100.0% 
Percentage Analysis of Bond Account 
By Quality and Maturity 
BY QUALITY: (Book Value) 
Class I $228,822.63 66.3% 
Class IT 33,472.50 9.7% 
Class IIT 74,664.50 21.6% 
Class IV 8,486.25 2.4% 
$345,445.88 100.0% 
BY MATURITY: (Par Value) 
Short Trme 
to 1 year $69,000 19.8% 
2 & 3 years 40,000 11.4% 
4 & 5 years 45,000 12.8% 
Total Short Term $154,000 44.0% 
Medium Term 
6—10 years 84,000 23.9% 
Long Term 
11—15 years $63,000 17.9% 
Over 15 years 50,000 14.2% 
Total Long Term 113.000 32.1% 

















niquagsed, Mr. Downes discusses investment problems of hypothetica! banks and suggests portfolio 
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amount of his temporary deposits; 
that is, those which, figuratively 
speaking, are burning holes in owners’ 
pocketbooks waiting to be spent. This 
unstable group of deposits should be 
offset with sufficient highly liquid 
assets. 

Apart from this transitory money, 
we expect further deposit movement 
into industrial areas. Few bankers 
who have studied this matter expect 
the shift to be a rapid one. Despite 
the concern that is frequently ex- 
pressed for the rapid increase that has 
taken place as a result of war financing, 
they do not expect, except in isolated 
cases, anything beyond an orderly 
movement of funds in new directions. 
A return flow of deposits will, of course, 
come into our territory. Butter and 
cheese producing sections of our area 
probably will find a better market in 
the industrial east than the grain 
farming regions. 

Generally speaking, our banker 
friends are fully aware of this situation 
and are more inclined to be over- 
conservative than underconservative 
when interpreting it in terms of their 
Government portfolios. We know of 
one banker, for example, operating in 
a small center where machinery is 


manufactured, who should fare well 
in the post-war era. He has 40 per 
cent of his deposits invested in Certifi- 
cates of Indebtedness. We think he 
is very conservative but have suggested 
a realignment of his one- to five-year 
maturities in order to improve income 
and still maintain a _ conservative 
maturity schedule. 


‘Two more specific examples will 

show the manner in which we have 
taken the composition of deposits and 
the possibility of a post-war decline 
into consideration. One of these is a 
Wisconsin bank with time and demand 
deposits about equally divided. In 
this case we suggested a maturity 
schedule divided into 60 per cent 
short-term holdings and 40 per cent 
intermediate maturities. However, it 
was also suggested the short-terms 
include an investment equivalent to 
15 per cent of total deposits in Certifi- 
cates of Indebtedness and Notes falling 
due prior to January 1, 1947, to 
provide a cushion against any unfore- 
seen deposit decline or unusual cash 
demands. Therefore, if the bank 
found it necessary to convert securities 
into cash, the very short-term holdings 
would be the logical issues for sale as 


15 


they entail a minimum of market risk 
and are the lowest income-producing 
assets of the bank. 

The other bank, an extreme example, 
was a Montana bank with 92 per cent 
of demand deposits. In this case we 
suggested a substantially higher short- 
term position equivalent to 80 per 
cent of the portfolio, and the remaining 
20 per cent in the medium-term 
maturities. An investment from 20 
per cent to 25 per cent of total deposits 
in very short term Certificates and 
Notes was also suggested. The un- 
usually high ratio of demand deposits 
was a very important factor in this 
account. 

In both cases we suggested the 
staggering of maturities in equal 
amounts, so far as practicable, for each 
of the years within the short and inter- 
mediate classifications. 

Another factor we always take into 
consideration in planning an invest- 
ment program is the bank’s capital 
structure and its capacity to assume 
risk. We arrive at this through a 
method that points out the capital risk 
exposure by determining the. amounts 
invested in various classes of assets 
and the risk that may be imposed by 

See INVESTMENT SERVICE—Page 41 


changes indicated 


Special forms developed by the bank advisory division to aid in setting up the investment portfolio for review 
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E Federal Reserve System was 

! created by Congress in the public 

interest more than thirty years 
ago, just before the outbreak of World 
War I. It is a nationwide central 
banking organization. Its function is 
to encourage economic stability in so 
far as that is possible by influencing the 
supply, cost, and use of money and to 
perform a variety of services for its 
member banks, the United States 
Government, and the public. In peace- 
time the primary objective of Federal 
Reserve policy is to provide monetary 
and credit conditions favorable to 
sound business activity in commerce, 
industry, and agriculture. In wartime 
this objective continues to be of great 
importance, but it is influenced by the 
special requirements imposed by mili- 
tary necessity. 

The primary responsibility of the 
Federal Reserve authorities in wartime 
is to aid the Government in raising 
such funds as it needs to finance the 
war effort, and to do so with the least 
possible disturbance to economic sta- 
bility. Policy decisions are made with 
this objective in mind and all parts of 
the System stand ready to perform 
such wartime services as are required. 

On December 8, 1941, the day fol- 
lowing the attack on Pearl Harbor, 
the Board of Governors of the Federal 
Reserve System issued the following 
statement: 

“The financial and banking mecha- 
nism of the country today is in a 
stronger position to meet any emer- 
gency than ever before. 

“The existing supply of funds and 
of bank reserves is fully adequate to 
meet all present and prospective needs 
of the Government and of private 
activity. The Federal Reserve System 
has powers to add to these resources 
to whatever extent may be required in 
the future. 

“The System is prepared to use its 
powers to assure that an ample supply 
of funds is available at all times for 
financing the war effort and to exert 
its influence toward maintaining condi- 
tions in the United States Government 
security market that are satisfactory 
from the standpoint of the Govern- 
ment’s requirements. 

“Continuing the policy which was 





FEDERAL RESERVE 


in \NorLD War II 


By 
GOVERNOR M. S. SZYMCZAK 


Member, Board of Governors of the Federal Reserve System, 
Washington, D. C. 


A detailed and intimate picture of Federal Reserve 


policy and operation, drawn by a veteran member of 


the Board. This first of two 


installments relates 


how the bank supervision and central bank functions 


have been directed toward facilitating war finance 


and at the same time maintaining economic stability 


announced following the outbreak of 
war in Europe, Federal Reserve Banks 
stand ready to advance funds on 
United States Government securities 
at par to all banks.” 

In pursuance of the foregoing state- 
ment and of its general responsibili- 
ties, the System has performed serv- 
ices that may be grouped under four 
heads for purposes of convenience: 
services connected with member bank 
supervision; services connected with 
central banking functions and opera- 
tions; services connected with its 
general fiscal agency functions and, 
finally, corollary services that result 
from its general and special responsi- 
bilities. All of these services entail 
administrative problems in the efficient 
operation of a System composed of 
the Board of Governors, the twelve 
Federal Reserve Banks and twenty- 
four Branches, with combined staffs of 
about 25,000 officers and employees. 

Before discussion of these various 
services, a brief word ‘as to the banking 
structure may be in order. 

The number of banking offices in 
the United States at the end of 1939, 
including mutual savings banks, was 
18,663, consisting of 15,034 banks with 
3,629 branches. On March 31, 1945, 
there were 18,625 banking offices, 
consisting of 14,538 banks and 4,087 
branches. 
figure given for branches included 313 
temporary “facilities” located at mili- 


On the latter date the © 


tary reservations. State bank mem- 
bership in the Federal Reserve System 
increased from 1,175 at the end of 1939 
to 1,823 at the present time. At the 
end of 1939 the number of national 
banks in the country was 5,187. 
Therefore, the total number of member 
banks at the end of 1939 was 6,362. 
At the end of April, 1945, total num- 
ber of national banks was. 5,019. 
Therefore, the total of member banks 
at present is about 6,842. 

Earning assets of the banking sys- 
tem increased during the war years, 
reaching a total of almost 120 billion 
dollars at the end of 1944, of which 
nearly three-fourths consisted of Gov- 
ernment securities. Net profits of 
banks reached new high levels as the 
increase in asset volume more than 
compensated for lower yields. In 
exceptional circumstances, of course, 
unit banks or groups of banks have 
not participated in the general increase 
in earnings. Capital accounts increased 
substantially, largely through retained 
earnings, but did not keep pace with 
expanding deposit volume. However, 
the increase in deposit liabilities was 
offset by increased holdings of cash, cash 
reserves, and Government securities. 


Bank Supervision 


Supervisory practices and policies 
have been designed to facilitate the 
financing and operation of the war 
program and to enable banks to dis- 
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Governor Szymczak, who holds the longest record of service on the Board. 
university professor, bank officer and director, and Comptroller, City of Chicago 
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He formerly was a 


His description of wartime operations in the money market are of interest to all commercial bankers 


charge effectively their responsibilities 
in the war effort. The revision of 
procedure in bank examinations with 
regard to classification of loans and 
appraisal of securities, effected under 
agreement between the Secretary of 
the Treasury, the Comptroller of the 
Currency, the Federal Deposit Insur- 
ance Corporation, and the Board of 
Governors of the Federal Reserve 
System in 1938, was for the primary 
purpose of getting banks to adapt their 
lending and investment functions to 
present-day requirements of industry, 
commerce, and agriculture. 

The three Federal supervisory agen- 
cies issued joint statements in 1942 to 
discourage the use of credit for the 
unwarranted accumulation of inven- 
tories of civilian goods and to en- 
courage the amortization of debt in- 
curred for non-productive purposes. 

To assure all banks in the United 
States that the bank supervisory 
agencies would support their efforts to 
aid in financing the war, the Board of 
Governors of the Federal Reserve Sys- 
tem, the Comptroller of the Currency, 
the Federal Deposit Insurance Corpo- 
ration, and the Executive Committee 
of the National Association of Super- 
visors of State Banks on November 23, 
1942, issued the following statement 
of their examination and supervisory 
policy with special reference to invest- 
ments in and loans on Government 
securities: 


“1. There will be no deterrents in 
examination or supervisory policy to 
investments by banks in Government 
securities of all types, except those 
securities made specifically ineligible 
for bank investment by the terms of 
their issue. 

“2. In connection with Government 
financing, individual subscribers rely- 
ing upon anticipated income may wish 
to augment their subscriptions by 
temporary borrowings from banks. 
Such loans will not be subject to 
criticism but should be on a short-term 
or amortization basis fully repayable 
within periods not exceeding six 
months. 

“3. Banks will not be criticized for 
utilizing their idle funds as far as 
possible in making such investments 
and loans and availing themselves of 
the privilege of temporarily borrowing 
from or selling Treasury bills to the 
Federal Reserve Banks when neces- 
sary to restore their required reserve 
positions.” 

Regular bank examinations con- 
tinue through the war despite handi- 
caps in travel and personnel. 


Central Banking Functions 


The most important responsibility 
of the Federal Reserve since the begin- 
ning of the war has been that of 
facilitating Treasury financing. This 
has been done by maintaining stability 
in the Government security market so 


that the Treasury could obtain readily 
and at reasonable cost the immense 
volume of funds required for successful 
prosecution of the war, and by provid- 
ing commercial banks with the reserves 
they need to meet the growth in cur- 
rency and in bank deposits resulting 
from the banks’ participation in war 
financing. Both these functions have 
been discharged largely through Fed- 
eral Reserve open market operations, 
which, of course, have been co-ordi- 
nated with the Treasury’s war loan 
drives and its interim short-term 
financing. The importance of a ready 
and relatively stable market for Gov- 
ernment securities results from the fact 
that war expenditures have been much 
larger than tax revenues, notwith- 
standing their several fold increase. 
The public debt has increased from 
about 40 billion dollars in June, 1940, 
to nearly 240 billion at the present 
time. 

Maintaining stability in Government 
security market. Even before Pearl 
Harbor, Federal Reserve and Treasury 
officials were considering means for 
maintaining stability in the Govern- 
ment security market in the event that 
the United States should be drawn 
into the war. Shortly after Pearl 
Harbor they agreed upon a structure 
of yields on Government securities 
with which war financing would be 
accomplished. This structure has as 
its principal point a yield of 2% per 
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Other Regulation of Credit 

Member banks, non-member banks and others are subject to 

regulation by the board in certain respects as provided in 
Regulations T, U, V, and W 











The Federal Reserve, as a bulwark in the nation’s wartime financial structure, has many new responsibilities 


cent on long-term Treasury bonds. 
From this rate it has ranged down to 
3g per cent on three-month bills. 
Yields on individual issues with ma- 
turities between these two points were 
graduated between the two extremes 
on the basis of a general pattern. The 
structure has been maintained in 
principle throughout the war, the main 
deviation occurring early in 1945, when 
yields on certain medium-term securi- 
ties declined. This stability in yields 
has aided Treasury financing by 
stabilizing the cost of debt service at 
relatively low levels and by assuring 
investors that nothing would be gained 
by delaying the purchase of Govern- 
ment securities from one war loan to 
the next in the hope of obtaining 
higher yields. 

This program has been implemented 
by the Federal Reserve System. When 
individual issues have been in sub- 
stantial demand in the market, the 
Federal Reserve has sold from its 
holdings. When individual issues have 
been in excess of current demand, the 
Federal Reserve has purchased. Dur- 
ing 1942, investors were not fully con- 
‘vinced of the determination and ability 


of the Government to maintain sta- 
bility in the market, and it was neces- 
sary for the Federal Reserve to pur- 
chase in the open market substantial 
amounts of some issues of Treasury 
notes and Treasury bonds. Subse- 
quently, however, as investors have 
become impressed by the efficacy of 
the program, the market demand for 
these issues has exceeded the supply, 
even though very substantial amounts 
of Treasury bonds have been issued, 
and the Federal Reserve has sold to 
the public from its holdings. 
Continuous contact is maintained 
with the market by the Executive 
Committee of the Open Market Com- 
mittee. The Board of Governors in its 
annual report to Congress for 1944 
stated in essence that in February, 
1944, the Federal Open Market Com- 
mittee approved a statement of terms 
upon which the Federal Reserve Bank 
of New York, as agent for the Commit- 
tee, will transact business with dealers 
and brokers in Government securities 
for the System Account. These terms 
became effective on May 15 of last 
year. In general they were designed 
to assure the Committee that transac- 


tions under its direction would be 
handled only with dealers and brokers 
whose integrity, knowledge, experi- 
ence, contacts, reliability, and financial 
conditions were such that they were 
both willing and able to co-operate 
with the Committee in maintaining in 
the Government security market con- 
ditions that are in the public interest. 
All dealers and brokers who meet the 
qualifications and agree to the terms 
may transact business with the New 
York Reserve Bank as long as they 
continue to meet the qualifications and 
live up to the terms. 

This action followed a thorough 
study of relationships with the dealers 
and brokers through whom transac- 
tions for the System Account were 
executed. These relationships previ- 
ously had been on an informal basis. 
Although they were satisfactory for a 
period when transactions for the Sys- 
tem Account were relatively small, the 
increased transactions and the likeli- 
hood that large transactions would 
continue during the war and into the 
post-war period made it desirable to 
place the relationships on a formal 
basis. The terms of agreement repre- 
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These groups constitute the System’s organization* 


sent in substance the informal agree- 
ments that had been in effect between 
the New York Reserve Bank and the 
dealers and brokers with whom the 
Bank previously had transacted busi- 
ness for the System Account. 

Operations in the execution of Open 
Market Committee policy make an 
interesting record. 

Immediately after the outbreak of 
war in Europe in 1939, there was a 
large amount of selling of Government 
securities, principally in bonds. In 
order to cushion the resulting decline 
in prices, the Federal Reserve during 
the four weeks ending September 27, 
1939, purchased 403 million dollars of 
bonds and 66 million dollars of notes. 
The shortest-term securities, Treasury 
bills, had a very brief period of weak- 
ness and then strengthened; during 
these same four weeks, the Federal 
Reserve let 92 million dollars of its bill 
holdings run off without replacement. 
As this strength in bills later reached 
the note and bond markets, the Federal 
Reserve sold 95 million dollars from its 
holdings of notes and bonds and let the 
remaining 242 million of bills run off. 

The fall of France weakened the 


‘bonds. 


market temporarily, but the Federal ° 


Reserve found it necessary to purchase 
only 10 million dollars of notes and 
During the remainder of 1940, 
the Federal Reserve sold 293. million 
dollars from its holdings of notes and 
bonds. 

These holdings were unchanged until 
Pearl Harbor. It was necessary to 
purchase at that time only 60 million 
dollars of bonds, in order to prevent 
two recently-floated bond issues from 
declining below par. The Federal Re- 
serve also purchased 10 million dollars 
of bills, which were disposed of shortly. 
Federal Reserve transactions then 
were relatively small until the middle 
of April, 1942. 

It was at that time that the Federal 
Reserve began to supply reserves to 
commercial banks in addition to stabi- 
lizing prices and yields on Govern- 
ment securities. Federal Reserve hold- 
ings of Government securities in- 
creased from 2 billion dollars in April, 
1942, to 21 billion in May, 1945. The 
Federal Reserve during this period 
acquired 13 billion dollars of bills and 
6 billion of certificates and notes. On 
June 4, 1945, total Federal Reserve 
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holdings of 21 billion dollars comprised 
13 billion of bills, 7 billion of certificates 
and notes, and a billion of bonds. The. 
detailed figures are shown in the follow- 
ing table, in millions of dollars: 





Treasury bills 12,936 
Certificates 5,266 
Treasury notes 1,655 
Treasury bonds 1,113 
Total 20,970 
Supplying reserve funds. The other 


important feature of central bank 
operations during the war has been the 
supplying of Federal Reserve Bank 
credit to meet the needs of member 
banks for additional reserves. As a 
result of the war, these needs have 
been heavy. They have been supplied 
largely by open market operations, 
partly by loans to member banks 
and also by a reduction in legal reserve 
requirements for central reserve city 
banks from 26 to 20 per cent. Asa 
result of the great accumulation of 
excess reserves before the war, member 
banks had got out of the habit of 
borrowing from the Reserve Banks 
and, therefore, were at first. reluctant 
to borrow, but this reluctance has 
gradually diminished, so that the num- 
ber of borrowing banks and the aggre- 
gate amount of borrowing has reached 
the highest level since the bank holiday 
period in 1933. To assist banks that 
do need to borrow to meet the credit 
demands of their customers, the Fed- 
eral Reserve has established low dis- 
count rates, ranging from one-half of 
1 per cent to 1% per cent at all Federal 
Reserve Banks, depending on the 
character of the borrowings. ° Since 
October, 1942, the rate on advances. 
to member banks secured by United | 
States Government obligations matur- 
ing or callable in one year or less has 
been one-half of 1 per cent at all 
Federal Reserve Banks, and on other 
advances secured by United States 
Government obligations and on eligible 
paper, 1 per cent. The rate to non- 
member banks on advances secured by 
Government obligations is 1 per cent. 
However, the principal course followed 
to insure that banks will have adequate 
reserves has taken a somewhat different 
direction. 

A strong effort has been made to 
sell as large an amount of Govern- 
ment securities as possible to investors 
other than commercial banks. The 
purpose of this policy is to absorb the 
idle funds and the current income of 
non-bank investors, thus reducing the 
possibility that these funds will be 
used to bid up the prices of goods and 

See FEDERAL RESERVE—Page 44 


*The members of the Board of Governors are appointed 
by the President with the advice and consent of the 
United States Senate. The Presidents of the Federal 
Reserve Banks are appointed by the directors of their 
banks with the approval of the Board of Governors. 
The Chairmen who are also the Federal Reserve Agents » 
are appointed by the Board of Governors. The mem- 
bers of the Federal Advisory Council are appointed by 
the directors of the Federal Reserve Banks. 
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N application of the theory of the 
A variable interest rate as applied 

to mortgage lending which helps 
to hold mortgage loans in an institu- 
tion’s portfolio, which urges and en- 
courages borrowers to reduce their 
principal balances, and which provides 
mortgage loan interviewers of the 
institution with many good talking 
points in this highly competitive era 
of mortgage loans has been used suc- 
cessfully for sometime past by the 
Second Federal Savings & Loan Associ- 
ation of Cleveland. 

The present policy of the association 
in making mortgage loans includes the 
recording in the note of as many as 
four different interest rates. The plan 
is an outgrowth of the rating chart for 
mortgage loans developed by this 
association several years ago and re- 
ported in The Burroughs Clearing 
House, September, 1936. 

First came the rating chart which 
determined for the association a base 
for establishing the amount of loan, 
the term of years and whether or not 
the loan should be made on a regular 
basis or as an FHA insured mortgage. 
The second phase of the use of the 
rating chart, which came into being 
in 1939, brought the regulation of rate 
as stipulated in the mortgage in a 
direct relation with the rating as 
determined by the chart. At that 
time, a mortgage loan might be made 
at 6 per cent interest if the score, as 
determined by the chart, indicated 
that the rate should be the highest 
charged by the association in order 
that that mortgage loan would contrib- 
ute more to reserves of the association 
than a loan which rated much better 
and which might be made at a lower 
rate of interest. 

Then came the third development 
in which the score, as reflected by the 
chart, indicated not only the top rate 
as applied to a particular mortgage 
operation, but amounts which could 
be lent at lower rates to the same 
applicant. The plan, which incorpo- 
rated setting up various balances and 
rates in the mortgage and note can be 
illustrated by one typical case. 

Application was made by a Cleve- 
land business man whose financial 
worth, income and credit record easily 
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Report on Supinc 
ScaLE MortTcGaGEs 


By 
C. W. GROVE 


President, The Second Federal Savings and Loan Association 
of Cleveland, Cleveland, Ohio 


Second Federal has been able to attract and retain 


borrowers in a highly competitive market, and gives 
a large share of the credit to a variable interest 


rate plan. The article describes the association's 


experience with this type of mortgage loan contract 


met the requirements of the associ- 
ation. The property in question was 
located in Shaker Heights, one of the 
better residential areas in the com- 
munity. Purchase price was $13,500. 
The association’s appraiser set a 
value at $12,205 on this particular 
property. 

Starting with the current appraisal 
of $12,205 a table of tentative loans, 


as permitted by the association charter 
and its policy was set up as follows: 
80 per cent equals $9,760, 75 per cent 
equals $9,150, 70 per cent equals 
$8,540, 65 per cent equals $7,930, 60 
per cent equals $7,320. 

The applicant desired $9,500, an 
amount of loan which roughly speaking 
bore a percentage to the appraised 
value of about 77 per cent and which 


Sample note illustrating reductions in rate as balance decreases 





$2,500.90 


MORTGAGE NOTE 





Cleveland, Ohio. 
——_—une_lst__, 1945_ 


For value received, after date, I, or we, promise to pay to the order of THE SECOND FEDERAL 








SAVINGS AND LOAN ASSOCIATION OF CLEVELAND, at its office in Cleveland, Ohio, the sum of- 
NINE THOUSAND FIVE HUNDRED AND - - -------.-._.__. ~00/109 __ Dollars, 


($.2s500.00 ___), with interest at the rate of 5-1/2 per centum per annum on the unpaid balance, and 
said principal and interest shall be payable $.78.90 .._____. monthly, to be applied first to interest on the 
unpaid balance and the remainder to principal until said debt is paid in full. Said payments and the 


additional payments hereinafter provided shall be made on or before the 10th day of each and every 
month hereafter. 

Provided, thet when the ast amt ch caaeoeala named and so long 
as all paymen’ hereinafter provided are made when 
due, or ey "peK days thereaf ; tha wankers shall be antition to a reduction of the baste teserest chares 
from._5-1/2 % and to a ding reduction in the month yments of principal and interest in 
accordance with the following schedule: ris rags oe 

Principal reduced to $8,750.00 ..: 5 = % 














'  Priricipal reduced to $72750.00 :_4-1/2 % 
Principal reduced to $___-°- bg eae 
In case any payment required hereunder is made after the 20th day of the month, © _% interest 
will be charged without 


This note is secured by a mortgage of even date herewith, executed and delivered by __ 
JOHN DOE AND MARY DOB, husband and wife, 








and which is a 
firet Hien on lend situate in —CITXOF CLEVELAND, CHYANNGA County, Ohio, fully 
described in said mortgage. 

I, or we, further agree to pay you, in addition to the above payments and as a part thereof, 
monthly one-twelfth (1/12) of the yearly taxes and assessments of every kind that may be 
levied or assessed within the State of Ohio-upon said real estate, or any part thereof, and one-twelfth 





(1/12) OF the se en Se ee ee eee Oe “ ; 


oth ) -OV Cri ‘ 
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GROVER C. FROELICH, assistant vice-president, explains mortgage details ‘ 


Loan officers find the plan definitely salable to prospects 


bore a ratio to the purchase price of a 
fraction over 70 per cent. 

Based on the analysis of the physical 
security and the personal rating of the 
applicant, the following figures ‘were 
offered to the applicant: $9,500 at 
5\% per cent interest, $8,750 at 5 per 
cent interest, $7,750 at 41% per cent on 
the basis of fifteen years amortization. 
These offers were accepted by the 


Loans have increased each war year 








applicant and the note and mortgage 
were accordingly drawn and signed. 
The note reads $9,500 with interest at 
the rate of 51% per cent per annum on 
the unpaid balance. The note further 
provides that when the principal bal- 
ance has been reduced to $8,750 the 
interest rate shall be automatically 
reduced to 5 per cent and when the 
principal balance has been reduced to 
$7,750 the interest rate will again 
automatically be reduced to 4% per 
cent. The note further provides that 
if any payment is made after the 20th 
day of the month, 6 per cent interest will 
be charged without notice to the maker. 

From the borrower’s standpoint, this 
program induces him to reduce his 
balance from the higher ranges in 
order to take advantage of the lowest 
rate, namely 41% per cent interest. It 
also encourages prompt payment be- 
cause this rate automatically reverts 
to 6 per cent if payments are not made 
within the ten days of grace. The pay- 
ments are due the tenth of each month 
and, as indicated in the note, may be 
paid without penalty on or before the 
20th. The lower rates of interest make 
the mortgage so attractive that bor- 
rowers are not tempted to refinance 
even though they may be paying a 
higher rate at the moment than the 
rate offered by a competitor. 

From the standpoint of the institu- 
tion, this sliding scale mortgage pro- 
vides a better return in the early days 
of the loan when the principal balance 
is in the upper percentage ranges; it 


without refinancing, 


21 


reduces the delinquent payment prob- 
lem by offering a definite inducement 
to pay promptly; it attracts borrowers 
in a highly competitive market because 
borrowers are able to get the two 
things that most of them want: a fairly 
high percentage of loan at the start 
and a'low rate of interest. Obviously, 
these two conditions are incompatible. 
The borrower should pay a higher rate 
in the beginning while his loan bears a 
high percentage to the value. Then, 
he will auto- 
matically be entitled to lower interest 
rates as his principal balance is re- 
duced and as his payments are made 
as scheduled. Thus, he gets a high 
percentage loan and eventually, when 
really entitled to it, a low interest rate. 


"THE credit experience of the Second 
Federal Savings & Loan Association 

would seem to bear out the effective- 
ness of this lending plan particularly 
in the past few years. In all fairness, 
it should be said, however, that the 
lending policy described, plus a firm 
collection policy and the favorable 
income conditions of the war years 
combine to produce good collection 
experience. Be that as it may, during 
the past eleven years, Second Federal 
has made more than 2,800 first mort- 
gage loans on homes and has experi- 
enced only two completed foreclosures. 

Probably the best evidence of the 
payment experience of borrowers is a 
comparison of the total mortgage port- 
folio and the delinquent interest for 
the past three semi-annual periods. 
As of December 3lst, 1943, mortgage 
totals stood at $6,427,039 and the un- 
collected interest, as of that day, at 
$999.22 or .0155 of 1 per cent of the 
total mortgage balance. Six months 
later on June 30, 1944, the total mort- 
gage portfolio stood at $6,489,295, 
with uncollected interest of $550.50 or 
.0084 of 1 per cent of the total dollar 
volume of loans. As of the close of 
business at the end of 1944, the mort- 
gage portfolio stood at $6,690,142 and 
the delinquent interest at $905.75. 
The percentage of delinquent interest 
to the total amount of mortgages as of 
that date was .0135 of 1 per cent. 

The policy of mortgage lending at 
Second Federal is planned not only to 
induce new borrowers to place their 
loans here but is designed to induce 
present borrowers to meet their obliga- 
tion as agreed. We believe these 
figures indicate the effectiveness of the 
policy described. 

In spite of the fact that in peace 
times Second Federal normally put 
more than half of its mortgage invest- 
ments into construction loans, we have 
been able to maintain an increase in our 
portfolio each year during the war by 
the use of a mortgage contract which 
our mortgage loan officers find definitely 
salable to prospective borrowers. 
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oe the people in the eleven 
western states reside in California. This 
is the West's greatest market. If, in your 


only to the task of meeting the vital 
banking and financial needs of today. 
Executives everywhere are finding the 








own surveys, the present and post-war 
opportunities in California occupy an im- 
portant place, remember this: At this 
bank, which serves California through 


services of this bank invaluable, wheth- 
er their interests lie in the field of agricul- 
ture or industry, in reaching a vast con- 
sumer market here, or in approaching 





branches in more than 300 cities and 


future foreign markets beyond the Pa- 
towns, planning for tomorrow is second 


cific. Inquiries receive prompt attention. 


q RESOURCES OVER 4% BILLION DOLLARS} 
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through authorized banks and agencies everywhere. Carry them when you travel. 
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The Fly caught the wind and with bulging sails and humming outboard roared out for Micastone 


A ‘Notable’ Recovery 


Mr. Clutchbill uses some unusual collateral to bring a 
village back to life and thus revive a moribund note 


ad 


am holding in my hand the most 
dangerous note in this bank,” 
announced President Perkins of 
the Ferndale National as he fretfully 
twisted a letter around on the direc- 
tors’ table. ‘‘Here’s what old Nathan 
Twigg says.” 


Gentlemen: If my $2,000 note, 
which you write about, is ever paid, 
the whole village of Micastone will 
have to be brought back to life. 

Maybe you can doit. Ican’t. This 
store is deader than a smoked ham. 

Fraternally, 
Nathan B. Twigg 


“I thought some one was going to 
investigate this,” growled President 
Perkins. “It was you, Mr. Clutchbill.” 

“Hm-m, yeah, I did . . . eh, just 
recently,” nodded the bank’s: oldest 


By 
FRED COPELAND 


director. ‘Nathan Twigg’s general 
store is busted save for a mess of odds 
and ends. I found a little collateral in 
the back shed. An old air-cooled out- 
board motor, an ice boat, a small wind- 
mill wheel and the Atlantic Fly,” he 
reported. ; 

“Atlantic Fly!’ Mr. Spearhawk 
twisted his wrinkled face into a ques- 
tion mark. ‘‘What’s that, a kind of 
bug powder? If it is, we better put 
some on this note.” 

“No, Mr. Spearhawk,” explained 
Mr. Clutchbill, “the Atlantic Fly is a 
four-wheeled barge which was used 
fifty4years ago to convey Sunday School 


picnickers to their place of business 
and to haul the Yancey County Cornet 
Band to various county fairs. I took 
the whole lot of stuff as additional 
security. I believe it to be, gentle- 
men, a perfect combination with which 
to bring Micastone Village back to 
startling activity. 

“Properly assembled, it will recover 
for us the entire $2,000 in Nathan 
Twigg’s now worthless note and 
give us’ —Mr. Clutchbill fingered his 
goatee a moment —“‘an added $500 in 
pure velvet ... that is, if you gentle- 
men will act as acrew. I have already 
had the ice boat’s mast and sail, which 
is 425 square feet, installed on the 
four-wheeled barge, the Atlantic Fly. 
My old chum, Mr. Calvin Bannister, 
who is clever with tools, has also fitted 

See A “NOTABLE” RECOVERY—Page 47 
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BOTH SOCRATES AND FRANKLIN SAID: 


WE SAY: © ey. 


Bonded Hlenesty is the Bost Paley 





WE AGREE with these august gentle- 
men but, in all humility, simply must 
go them one better. Had they known 
what we have learned in more than 60 
years about applying practical brakes 
to one of the frailties of human nature, 
they would smile knowingly and agree 
that we, too, “had something there.” 
You see, there were no corporate 
guarantors of individual honesty, and 
crimes of dishonesty weren’t the serious 
menace they are today in a populous, 
complex society. So we are quite sure 
that if they were here today, they would 
okay our contention that Bonded H on- 


AMERICAN SURETY COMPANY 


100 BROADWAY e NEW YORK 





esty is far more effective in every way 
than relying upon Simon Pure Honesty 
alone. And among the features of mod- 
ern America which would delight their 
blessed minds would be the carefully- 
developed protective measures pro- 
vided by strong and well-equipped in- 
surance companies to keep man from 
becoming his own worst enemy—to 
help keep honest men honest! 

Bonded honesty is sound business 
policy. We suggest you call in one of 
our agents or your broker and have 
him present a plan to fit the needs of 
your organization. 


NEW YORK CASUALTY COMPANY 


AGENTS AND BROKERS EVERYWHERE 
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Agricultural Credit Agency 


Organization of an Agricultural 
Credit Agency to absorb the scattered 
agricultural credit operations of the 
Federal Government is proposed in a 
bill introduced in the House by Repre- 
sentative John W. Flannagan, Jr. 

Under the measure there would be 
transferred to the Agricultural Credit 
Agency all the functions, powers and 
duties of the Farm Credit Administra- 
tion and the Farm Security Adminis- 
tration. 

The Flannagan bill calls for the 
formation of an Agricultural Credit 
Board consisting of seven members to 
be appointed by the President and 
with the advice and consent of the 
Senate. 

Within the credit agency there 
would be five principal divisions with 
a deputy administrator in charge of 
each and with primary functions as 
follows: 

1. A division for supervising loans 
to farmers’ co-operative organizations. 

2. A division to supervise short- 
term loans made by co-operative lend- 
ing institutions, and long-term farm 
mortgage loans. 

3. A division for supervising and 
administering direct lending to farmers. 

4. A division to supervise financing 
and discounting activities. 

5. A division to carry on the func- 
tions of appraisal and examination and 
other service functions. 

The Agricultural Credit Board is 
vested with specific functions under 
the Flannagan bill, listed as follows: 

1. To promote a system of agri- 
cultural co-operative credit banks and 
associations and cause them as soon as 
practicable to become producer-owned 
and producer-controlled. 

2. To assist qualified war veterans, 
and farm tenants, farm laborers, share- 
croppers, and other individuals who 
obtain, or who recently obtained, the 
major portion of their incomes from 
farming operations, to become farm 
owners. 

3. To assist farmers to whom direct 
government loans are extended to 
qualify as soon as practicable for 
membership in the co-operative agri- 
cultural credit system or for other 
private credit. 

There is also set up under the 
Agricultural Credit Act an appraisal 
system which would be available to 
the public for use in determining the 
value of farm and real property. 


, 


P. GREGORY, Washington Correspondent 


In addition to absorbing the func- 
tions outlined earlier, the Agricultural 
Credit Act would abolish the offices of 
the Governor of the Farm Credit 
Administration, the Land Bank Com- 
missioner, the Production Credit Com- 
missioner, the Co-operative Bank Com- 
missioner, and the Intermediate Credit 
Commissioner. 

The bill, has been referred to the 
House Committee on Agriculture. 


e ¢ 7 


Anti-Speculation 
Proposals 


Plans to control speculative capital 
transactions may be announeed in the 
near future by William H. Davis, head 
of the Office of Economic Stabilization. 
The plans are now before President 
Truman, who is carefully going over 
the proposals with Fred Vinson, head 
of the Office of War Mobilization and 
Reconversion. 

Leaders in the movement to close 
the inflation gaps in the capital assets 
field are Marriner S. Eccles, chairman 
of the Federal Reserve ‘Board, and 
Ganson Purcell, chairman of the 
Securities and Exchange Commission. 

Mr. Eccles particularly has made a 
valiant fight in that direction. He 
had an unpopular subject to sell, but 
apparently he has succeeded in con- 
vincing authorities near the President 
of the need for the new curbs. The 
anti-speculation devices designed to 
curb turnover in capital assets are: 

1. City real estate: A cash down 
payment of 35 per cent with the 
remainder to be amortized in 15 years 
would be required, with a 40 per cent 
down payment called for where longer 
amortization is proposed. To prevent 
tenant evictions under forced sales of 
homes, six months’ notice would be 
required where sale is contemplated. 

2. Farm land: A minimum cash 
down payment of 40 to 50 per cent 
would be required. 

3. Corporate securities: Margin 
requirements would be increased, per- 
haps requiring all cash. 

4. Tax laws: Tightening up of the 
tax laws seems another possibility. 
Mr. Eccles last winter told a Congres- 
sional committee that the capital gains 
tax law should be revised to discourage 
speculation.. 

Mr. Davis in a recent address, com- 
mented thus on the dangers of specu- 
lative inflation: “But at the very end 


of the road lies the gravest danger of 
speculative inflation. It would be a 
tragedy to permit that sort of inflation 
in the last to destroy everything that 
has been accomplished up to now.” 

+ e + 


Senate Hearings on 
Bretton Woods 


The overwhelming margin with 
which the Bretton Woods Agreements 
Act passed the House on June 7, the 
actual vote being 345 to 18, was 
greeted by President Truman as pre- 
saging early ratification by the Senate. 

Up to the day of the vote, Senator 
Robert F. Wagner, chairman of the 
Senate Finance Committee, was un- 
decided when to call public hearings 
on the measure. However, gratified 
by the favorable vote he ‘decided to 
call immediately for hearings, sched- 
uling witnesses to testify for two 
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weeks of hearings and then report the 
revised Bretton Woods bill to the 
Senate for a vote. 

Hearings have begun with the first 
witness, Secretary of the Treasury 
Henry Morgenthau, Jr., restating the 
arguments which he presented before 
the House Banking and Currency 
Committee. Mr. Morgenthau warned 
that post-war reconstruction loans 
must not be made on a political basis, 
as some were made after the World 
War. 

“I repeat, the business men of this 
country do not want to do business 
that way. The extension of these 
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tactics must mean in the end the 
domination of international trade and 
investment by governments. This 
country has the greatest interest in 
seeing that international trade and 
investment are determined by eco- 
nomic and not by political considera- 
tions.” 

Senator Robert A. Taft has ques- 
tioned the contention of advocates of 
the plan that the fund provides sta- 
bility in foreign currencies. He pointed 
out during the first day’s hearings 
that to the contrary, rigidity in ex- 
change rates is not one of the virtues. 

Assistant Secretary of State Dean 


Acheson contended that, although 
rigidity in exchange rates is not 
claimed as one of the virtues of the 
fund, nevertheless under the plan 
competitive currency devaluation is 
out of the question. 

The House Banking and Currency 
Committee’s majority report on the 
bill, which is officially known on the 
House bill calendar as H. R. 3314, 
pointed out that little testimony was 
given before the committee in opposi- 
tion to the bank, but that considerable 
opposition developed on the fund. 

The position of the American Bank- 
ers Association had been made clear 


before the committee began hearings 
on the measure. When debate on the 





revised measure began, Representative 











Brent Spence, chairman of the House 








AUTOMOBILES 


WILL BE SOLD AGAIN 


After years of making the old car do it will seem a 
little strange to drive it to the dealer’s shop for the 
last time, but that day will come, and with it will 
come opportunity for bank profit, because — 


AUTOMOBILES 


WILL BE FINANCED AGAIN 


The same thing applies to refrigerators and many other 
items, for the great American custom of buying on de- 
ferred payments will not die. A good thing, too. It helped 
to build a lot of industries that helped to win a war. 
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dealers, and direct to individuals, through two wars 
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Banking and Currency Committee, 
read this letter from W. Randolph 
Burgess, president of the American 
Bankers Association: 

“Thanks for your sending me the 
new bill H. R. 3314. 

“At the same.time let me say in 
writing what I said orally, that we are 
all most appreciative of the courtesy 
and fairness shown by you and, in 
fact, by the whole Committee to the 
representatives of the Bankers Associ- 
ation. We came away with the feeling 
that democracy was in operation. 

“While the new bill, of course, does 
not meet in every respect the sugges- 
tions we made, it seems to us a sub- 
stantial improvement over the original, 
and will aid in the effective accom- 
plishment of the purposes of the whole 
program which is, after all, what we 
most desire.” 


Rationing Safeguards 


Chester Bowles, Price Administra- 
tor, has asked the nation’s 15,000 
banks to redouble their efforts in pre- 
venting the theft of ration stamps. 

Mr. Bowles’ letter was drafted after he 

consulted with the American Bankers 

Association and brought to the atten- 

tion of the A. B. A. the OPA’s efforts 

to prevent the acquisition of ration 
stamps through fraudulent means. 

“Among the 15,000 banks participat- 

ing in the program there are, of course, 

many different control methods and 

it is not our wish to prescribe any one 

| that must be followed,” Mr. Bowles 

wrote. “It is, however, urgent that 

you provide complete security for 

deposits of ration currency, approxi- 

mating as closely as possible that pro- 

vided for your money deposits. It is 

essential that each deposit be proved 

carefully to the deposit slip to make 

sure that the amount of currency you 

credit to your depositor is the amount 

actually received. Thereafter, it is 

equally essential that all the currency 














icy 











THE BURROUGHS CLEARING HOUSE—lJuly, 1945 


MAKE THIS 








WAR PRODUCTION 





PLANTEEPART OF 





YOUR 








PRODUCTION 
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BRIDGING THE GAP 
to Victory-Era Production 
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This plant occupies 23 acres, providing 315,000sq. 
ft. of manufacturing floor space, two spur tracks, 
loading dock and receiving platform, capable of 
holding six cars on loading platform, two under 
cover at receiving platform and five on the outside. 
Martins Ferry Division of Blaw-Knox Company 
is located at Martins Ferry, directly across the 
Ohio River from Wheeling, W. Va. 














OTHER BLAW-KNOX DIVISIONS 
Blaw-Knox Division, Blawnox, Pa. 
Lewis Foundry & Machine, Groveton, Pa. 
Power Piping, Pittsburgh, Pa. 

Columbus Division, Columbus, O. 

« Special Ordnance, York, Pa. 
Pittsburgh Rolls, Pittsburgh, Pa. 
Union Steel Castings, Pittsburgh, Pa. 
National Alloy Steel, Blawnox, Pa. 
Blaw-Knox Sprinkler, Pittsburgh, Pa. 


b 'g~ know best how long it will take 
you to get back into peacetime pro- 
duction after the Government gives you 
the green light. You also know that if 
you don’t get into the field early with 
goods, your competitor may get there first. 


Let us bridge your reconversion gap by 
taking over your manufacturing prob- 
lem, in whole or part. If yours is a 
quantity-production product—close toler- 
ance or not—we can make it. If neces- 
sary, we will tool up for your product. 


Frankly—unlike the other nine great 
plants of the Blaw-Knox organization— 
our Martins Ferry plant is a ‘“‘war baby” 
with no established market to return to. 
But we do want to keep our splendid 
plant going, keep our capable engineer- 


ing group intact, give continued work to 
our skilled and loyal workers and other- 
wise utilize the valuable experience and 
equipment that went into the making of 
the “Fightin’ Forties” (40-mm AA) for 
the Navy. And if we can make them we 
can make anything! 


This may be important to you: Martins 
Ferry provides the additional manufac- 
turing facilities you need without any 
capital investment. You can put more 
emphasis upon selling as you shift your 
manufacturing responsibilities to others. 
Let one of our engineers discuss this 
matter with you...NOW. This may 


be the solution of your most imme- 
diate problem. 


To help win the war is our first objective. Until that is assured, ordnance material 
is the order of the day. Do you need help? If so, get in touch with us at once! 
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MARTINS FERRY, OHIO 


ADDRESS P. O. BOX 10 MARTINS FERRY OHIO, DEPT. B-6, 
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WHEN TIME MEANS MONEY, Air Express earns its weight in gold. 
Specify this fastest delivery for all urgent shipments — there’s more 
space available these days for all important traffic. 


HIGH SPEED FOR LOW COST. When you consider that shipments 
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of Air Express is low, indeed, as is shown by typical rates on chart. 
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2500 | $1.68 | $4.20| $8.40 $21.00) 
countries. 





WRITE TODAY for interesting “Map of Postwar Town” pictur- 
ing advantages of Air Express to community, business and industry. 
Air Express Division, Railway Express Agency, 230 Park Avenue, New 
York 17. Or ask for it at any Airline or Express office. 
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received be closely safeguarded to in- 
sure that all of it is mailed or otherwise 
delivered to our verification centers.” 

Mr. Bowles then outlined these 
recommendations: 

1. Place responsibility on one bank 
officer for arranging and supervising 
the safeguarding of ration currency 
from its receipt to its forwarding from 
the bank to OPA. 

2. Keep ration currency under se- 
cure locked storage at all times while 
in the possession of the bank, and 
accessible only to designated responsi- 
ble employees at such times as they 
must work with it. 

3. Make certain that the total of the 
ration evidences forwarded to the 
verification center and shown on the 
advance shipment notice, agrees with 
the figures on the appropriate columns 
of the proof sheet for the period covered 
by the shipment. 

4. Package the ration currency in 
strong sealed containers, giving respon- 
sible close supervision from the time of 
removal from locked storage until de- 
posit in the post office or direct de- 
livery to the Verification Center. Make 
sure that a receipt is obtained from 
each mailing or delivery. 

5. Provide dual control whenever 
possible for ration currency at all 
times when. it might otherwise be re- 
moved by one person without any 
subsequent automatic check disclosing 
that fact. 

Mr. Bowles praised the co-operation 
“‘which American Bankers are continu- 
ing to render in this difficult wartime 
program.” 

¢ + Sd 


Small Business Credit 


The American Bankers Association’s 
post-war loan program was outlined 
before the House Select Committee to 
Investigate and Study Small Business 
by Robert M. Hanes, president, Wa- 
chovia Bank and Trust Company, 
Winston-Salem, North Carolina, and 
chairman of the Post-War Small Busi- 
ness Credit Commission of the Associ- 
ation. 

Mr. Hanes pointed out that one of 
the first steps of the A. B. A. commis- 
sion was to promulgate a credit 
policy. 

“It declared,” he disclosed, “that 
it would see that every competent 
man, firm and corporation needing 
bank credit for some constructive 
purpose that would service the enter- 
prise economy of our country would 
get it, in adequate amounts and for 
sufficient lengths of time to do the job. 

“This policy is backed by a deter- 
mined pledge that if the individual 
banks cannot grant credit, the bankers 


will. stay with the applicant and see 


that he gets the money from some 
other bank or group of banks.” 
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The PERSONALITY SPOTLIGHT 





DAVID T. SCOTT 


Boston banker leads A. |. B. 


The new president of the American 
Institute of Banking is David T. 
Scott, assistant cashier, The First 
National Bank of Boston. He was 
elected at a meeting of the Executive 
Council last month, held in place of 
the annual convention. He succeeds 
William C. Way, trust officer, Central 
National Bank of Cleveland. 

Mr. Scott is a graduate of the Boston 
A. I. B. Chapter and also of the Gradu- 
ate School of Banking. He has been 
associated with the First National 
Bank since 1925. 

George J. Greenwood, assistant 
manager of The Bank of California 
National Association in Portland, Ore- 
gon, has been elected as the Institute’s 
vice-president. He has been active in 
A. I. B. work ever since he began his 
banking career in 1922, and is a past 
president of the Portland Chapter. 


¢ 


With Lloyd W. Smith having been 
granted a leave of absence due to ill 
health after twenty-two years as presi- 
dent of The Union National Bank of 
Pittsburgh, the new chief administra- 
tive officer of the bank is Charles L. 
McCune, a director since 1923, who 
has been elected chairman of the 
board. 

Mr. Mc€une:is also board chairman 
of the Coraopolis Trust Company and 
the Coraopolis National Bank, Cora- 
opolis, Pennsylvania, and a trustee of 
the Dollar Savings Bank, Pittsburgh. 
He is a director of the Armstrong Cork 
Company and the Pennsylvania-Cen- 
tral Airlines Corporation. 

In heading the bank, Mr. McCune 
is following family tradition. He is 





the eldest son of the late J. R. Mc- 
Cune, who preceded Mr. Smith in the 
bank’s presidency, and is a grandson 
of John R. McCune, who founded the 
bank in 1857 and was its first president. 
Mr. Smith, the bank’s fourth president, 
is also a son of a former head of the 
institution, Robert S. Smith. 

Laurence S. Bell, who has been a 
director and a vice-president of the 
bank since 1928, has been promoted 
to executive vice-president. He is a 
former president of the Pennsylvania 
Bankers Association. 


e 


Harper W. Spong has been ad- 
vanced from vice-president to presi- 
dent of the Dauphin Deposit Trust 
Company, Harrisburg, Pennsylvania, 
to succeed the late Donald Mc- 
Cormick. Mr. Spong joined the bank 
in 1903, and over the past forty-two 
years has climbed up the ranks from a 
starting clerical position. In addition 
to his banking activities, he is con- 
nected with many local business enter- 
prises. 

@ 


The next president of the Mortgage 
Bankers Association will be Byron V. 
Kanaley, presi- 
dent of Cooper, 
Kanaley & Co., 
Chicago. He has 
been nominated for 
the 1945-46 term 
to succeed L. E. 
Mahan, St. Louis. 
Guy T. O. Holly- 
day, president, 
Title Guarantee & 
Trust Company, 
Baltimore, was nominated for vice- 
president of the association. Nomina- 
tion is tantamount to election which 
will take place this fall by mail ballot, 
since no annual convention will be held. 

Mr. Kanaley was one of the organ- 
izers and first president of the Chicago 
Mortgage Bankers Association and 
served tltree terms. He is chairman of 
the board of lay trustees of the Uni- 
versity of Notre Dame, former treas- 
urer of the Chicago Real Estate Board, 
former president of the Chicago Realty 
Club, and a regional director of the 
Committee for Economic Develop- 
ment. 





B. V. KANALEY 


¢ 


George M. Eason, president, 
Standard Federal Savings & Loan 
Association, Los Angeles, is the new 
president of the National Savings and 
Loan League. Other recently elected 
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CHARLES L. McCUNE 


New chairman of Pittsburgh bank 


officers of the League, which maintains 
headquarters at Washington, D. C., 
are: Vice-presidents, Raymond P. 
Harold, president, Wercester Federal 
Savings and Loan Association, Worces- 
ter, Massachusetts, and Curtis F. 
Scott, president, Guaranty Savings & 
Homestead Association, New Orleans; 
secretary, John S. M. Glidden, 
president, Natick Federal Savings & 
Loan Association, Natick, Massa- 
chusetts. 
Sd 


Arthur C. Phillips has been 
elected president of The Franklin 
Square National Bank, Franklin 
Square, New York, to succeed Fred 
Schilling who has resigned. Mr. Phil- 
lips served as president of the bank 
from the time it was organized in 1926 
until 1942, when he became chairman 
of the board. 


¢ 


A number of well-deserved promo- 
tions have been made recently in 
Federal Reserve Bank ranks. 

At the Federal Reserve Bank of 
Atlanta, S. P. Schuessler has been 
advanced from assistant vice-president 
to vice-president. With the bank since 
1918, Mr. Schuessler heads the fiscal 
agency department and is primarily 
responsible for handling the depart- 
ment’s public debt operations and 
Government security servicing. An- 
other promotion involves Lloyd B. 
Raiety, formerly manager of the re- 
search and consumer credit control 
departments, who is now an assistant 
vice-president. He was at one time 
a professor at the School of Commerce, 
University of Georgia. 








* 

THE : 
HAMMERMILL * 
COLUMN ~~ 
About 22 million depositors had check- 


ing accounts in 1936. It is estimated that 
some 30 million have them today. An 
increase of more than 36 per cent! 

* * * 

There’s been no such increase in per- 
sonnel. Banks employ not many more 
people than they did 9 years ago—a pretty 
admirable record of manpower conservation. 





_ Chiefly responsible for the big increase 
in checks handled were the millions of 
new depositors who opened no-minimum- 
balance, pay-as-you-go accounts. Most 
of them had never had bank accounts 
before, and paeeny they like the idea 
very much indeed. 
* * * 

Some bankers have watched the amazing 
spread of this ‘“‘banking for the masses” 
with reserve. But most believe that it is 
creating widespread good will—that it’s a 
healthful broadening of banking’s influ- 
ence in the country’s economy. 

* * * 

But there is some puzzlement as to 
how to charge for such service. Many 
bankers are not clear on what is the best 
plan, or how to set it up most efficiently. 


h # 
4s 


They read, for instance, that in New 
York City many of the banks offering pay- 
as-you-go accounts charge a flat $2.00 ra 
a book of 20 checks. No charge for deposits. 

* * * 

Other banks throughout the country 
make no charge for the checkbook, but 
have a fixed charge for each check drawn, 
varying from 5 to 10 cents. 

* * * 

Should special checking accounts be 
handled in a separate department or com- 
bined with regular checking accounts? Is 
such pay-as-you-go business profitable for 
the bank? These are some of the many 
questions. 


* * * 

Most banks find this business worth 
while. Indeed, they advertise to get more 
of it. And incidentally, many of them in 
their advertising mention that their 
checks are on Hammermill Safety—as an 
added assurance of protection. 

* * * 

The American Bankers Association has 
published an excellent handbook, specific 
and concise, called “SPECIAL CHECK- 
ING ACCOUNTS—Operating Proce- 
dure.” Plans for organizing, merchandis- 
ing and managing such accounts are 
detailed with appropriate forms. 

* * * 


Through the cooperation of the ABA, the 
Safety Paper Division at Hammermiill is privi- 
leged to furnish you copies of this valuable 
book. Let us know if you'd like one. No 
obligation. No salesman will call. (Please 
mention this magazine.) Hammermill Paper 
Company, 1503 East Lake Road, Erie, Pa. 








| 
| 
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Three advancements have been an- 
nounced by the Federal Reserve Bank 
of Kansas City. John Phillips, Jr., 
in charge of the fiscal department since 
1917, has been elected vice-president. 
Frank H. Larson, formerly adminis- 
trative assistant to H. G. Leedy, presi- 
dent, is the new cashier of the Denver 
Branch. Forest W. Alexander, 
manager of the credit department since 
1927, has been made assistant cashier. 

Promotions at the Federal Reserve 
Bank of Cleveland are as follows: 
Roger R. Clouse from secretary to 
assistant vice-president and secretary, 
and James B. Anderson and Paul 
C. Stetzelberger from department 
managers to assistant cashiers. In 
addition, a Cleveland attorney, Wil- 
bur T. Blair, Jr., has been named 
assistant secretary. 

Mr. Clousé, an attorney, was acting 
director of the Office of Civilian De- 
fense in the Cleveland region before 
being appointed secretary of the Re- 
serve Bank in 1943. Mr. Anderson 
joined the bank twenty-seven years 
ago, and was manager of the bank and 
public relations department. Mr. 
Stetzelberger was assistant treasurer 
of the State of Ohio before he joined 
the examination department of the 
bank in 1943. 


* 


A new addition to the banks and 
bankers department of Bank of America 
is Earl I. Vaughan, who has been 
with the institution 
since 1936 but was 
formerly in charge 
of advisory boards 
and staff education. 
In his new capacity, 
Mr. Vaughan will 
be in contact 
with other banks 
throughout the 
country. He be- 
came associated 
with Bank of America in 1929, after 
ten years with the Fidelity National 
Bank & Trust Company of Kansas 
City, and during the earlier part of his 
banking career specialized in trust 
work. 





EARL I. VAUGHAN 


° 


Clyde V. Wallis, former manager 
of the industrial department of the 
Dallas Chamber of Commerce, has 
been made a vice-president of Mer- 
cantile National Bank at Dallas. An 
ex-newspaperman, Mr. Wallis had 
been with the Chamber of Commerce 
for nearly twenty-five years. 


Sf 


Peter Van Brunt has returned to 
Central Hanover Bank and Trust 
Company, New York, as vice-president 
in charge of the western division. 
During the past three years, Com- 
mander Van Brunt has been attached 





to the Executive Office of the Secretary 
of the Navy as Assistant Chief of the 
Negotiation Division, which handles 
the negotiation of Navy contracts. 

Hubert B. Chappell, another 
Central Hanover vice-president, left 
for London on June 3 to resume his 
former position as head of the bank’s 
London branch, which has functioned 
continually throughout the war. 

e 


O. B. Wells has been elected an 
assistant cashier of Union Bank & 
Trust Co. of Los 
Angeles and has 
been transferred to 
the Banks and 
Bankers depart- 
ment. Mr. Wells, 
better known to 
friends and cus- 
tomers as “O. B.,”’ 
has been manager 
of the new accounts 
department of the 
bank for more than twenty years. 

a 


O. B. WELLS 


George W. Wilson, formerly chair- 
man of the board of the Mercantile- 
Commerce Bank and Trust Company, 
St. Louis, died June 5 of a cerebral 
hemorrhage after an illness of some 
months. At the time of his death, 
Mr. Wilson was a member of the board 
of directors and of the executive and 
trust committees. He was one of the 
founders of the Mercantile Trust Com- 
pany of St. Louis in 1899, and was 
president from 1927 until the merger 
which formed the Mercantile-Com- 
merce Bank in 1929. 


¢ 


Throughout his entire banking career 
embracing sixty-five years of continu- 
ous service, Richard N. Cotter, 
assistant secretary of Manufacturers 
Trust Company, New York, has been 
located at the same office on the same 
street. The accompanying picture 


shows Harvey D. Gibson, president of 
the bank, making a presentation of a 





MR. VON ELM MR.GIBSON MR. COTTER 
For sixty-five years of service 


desk clock on behalf of fellow officers 
to Mr. Cotter, on the occasion of his 
sixty-fifth anniversary with Manufac- 
turers Trust Company, as Harold Von 
Elm, board vice-chairman looks on. 
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31 
Entrance of The National Bank of 
} Commercein New Orleans at 
Baronne and Common Streets, one of 
¥ the city's busiest downtown corners. 
e * b 
Another leading bank using Hammermill Safety 
S 
a The National Bank of Commerce in New Orleans is recognized as one of the 
e 
e leaders in the planning and building of a more prosperous Southland. Checks 
f ‘ 7 ‘ . ‘ 
y of this progressive bank are printed on Hammermill Safety. The Bank’s seal 
“individualizes” the check shown below, which is on Chainline Hammermill Safety. 
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Roucuty speaking, about 9 minutes 
of every wartime business hour go to 
waste because of inefficient business 
forms. Whose fault is it? 

Sometimes the trees get in the way 
of the forest. 

Sometimes executives are so close to 
the problem that what is plain to an 
outsider is hidden from them. Are the 
forms too complicated? Do they trans- 
mit only essential facts? Is the se- 
quence of entries logical? Does the 
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typist enter recurring information 
which instead should be printed? 

These are questions the Moore Busi- 
ness Form specialist is trained to 
answer. He brings experience and 
a fresh outlook to your business form 
system. He marshals information; 
recommends changes; combines forms 
and doubles them up, so that one does 
the work of three or four. Then Moore 
designs the forms and prints in quan- 
tities of hundreds or millions. 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, N. Y. 
PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, WN. Y. 


COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 
SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


in Canada—Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto; 
Western Sales Book Co., Ltd., Winnipeg and Vancouver; 
National Sales Check Book Ce., Ltd., Montreal 











The nine companies listed below 
have long been under Moore owner- 
ship. Now they are united under the 
Moore name — the largest company of 
its kind in the world. Service is nation- 
wide, and available to the corner store 
or the corporation with many branches. 

To speed your war output, to put all 
hands to work efficiently, perhaps to 
save thousands of dollars yearly, get 
in touch with the nearest Moore di- 
vision, as listed below, or its local office. 


MOORE BUSINESS FORMS, inc. 


ADV. BY H.W. AYER 
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CANADIAN BANKING 
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By JAMES MONTAGNES 


Problems of the Trust 
Companies 


A. Roy Courtice of the Toronto 
General Trusts Corporation was elected 
president of the Trust Companies 
Association of Ontario at its annual 
meeting held at 
Toronto on May 
22. He succeeds 
H. A. Clarke of the 
National Trust 
Company, Toronto. 
T. D’Arcy Leonard, 
K.C.,of the Canada 
Permanent Trust 
Company, Toronto, 
was elected vice- 
president, and L. 
G. Goodenough, 
Toronto, was re-elected secretary- 
treasurer. The executive committee 
is composed of the general managers 
of the member companies. 

Dangers of continued wartime con- 
trols and heavy taxation in the post- 
war era were stressed by retiring 
President H. A. Clarke in his annual 
report. He declared they would be 
harmful both to employment and to 
the attraction of capital investment. 

*‘Another of our serious problems,” 
said Mr. Clarke, ‘“‘is the difficulty of 
investing trust funds at a rate which 
will enable the average small estate to 
provide for those dependent upon it. 
Controlled interest rates below a rea- 
sonable point have the effect of robbing 
the thrifty of the reward for their 
thrift and of making thrift itself un- 
attractive.” 

Public relations ‘‘to make our busi- 
ness understood better by the public” 
is a major problem of trust companies, 
according to Mr. Clarke. ‘There is 
probably no business about which the 
general public has such hazy ideas. 
Maybe the name Trustee Companies 
would have been a better selection than 
Trust Companies. To some people 
the word ‘Trust’ implies cartels and 
monopolies, whereas nothing could be 
further from the nature of our business 
in which we do not fix our own fees 
and with which anyone can compete. 

“We are service institutions and the 
product we have for sale is service,” 
Mr. Clarke added. ‘We are considered 
to have control of huge concentrations 
of wealth. We know, of course, that 
while we are in charge of a huge total 
of wealth, that total consists of thou- 
sands of small units, each controlled 
by its own will or agreement and by 











A. ROY COURTICE 


the laws of the country, and that there 
is no more concentration of power than 
when these units were in the hands of 
their individual owners, but the public 
doesn’t know this.” 


7 » o 


Branch Bank Expansion 


Canadian banks do not expect to re- 
open very many of the branches which 
were closed during the war to meet 
manpower shortages, and no banks 
have plans for any major branch bank 
expansion. This is learned after a 
survey of officials at bank head offices. 

Numerous reasons were given as to 
why there would be no splurge of 
branch bank openings as took place 
after the First World War. The main 
reason cited by a number of executives 
is that Canada is amply staffed with 
banks, in fact was overbanked in pre- 
war days, and the government order 
to close about 10 per cent of all 


branches was welcomed by many bank 
head offices as a way out of a difficult 
position. The business has_ been 
divided with other branch banks in 
the area on a mutually agreeable basis. 
Some banks are considering opening 
new branches in those areas where 
they are under-represented, but the 
number in total is few compared to 
the number of branches which were 
closed. 

Change in the business character- 
istics of some districts is also a factor 
in keeping branches closed. In urban 
centers especially, chain store growth 
and a decrease in the number of in- 
dependent storekeepers necessitates a 
smaller number of banks. 

New branches will be opened, how- 
ever, in new areas in the country. 
Mining developments in the north 
country, growth of industrial centers, 
and expansion by American firms into 
Canada will be factors in the opening 
of new branches. New urban resi- 








Where Was America’s 
First Dental College Located ? 


The first dental college in the United States 
was the Baltimore College of Dental Sur- 
gery, organized in Baltimore in 1839. . . To- 
day, Baltimore is one of the nation’s busiest 
war production centers and the Equitable 
Trust Company is one of its busiest banks. 
By keeping constantly abreast of condi- 
tions in this important industrial area, the 
Equitable Trust Company is able to serve 
“out-of-town” banks quickly, intelligently, 
thoroughly. We invite your inquiry. 


Equitable Trust Co. 


Member Federal Deposit Insurance Corporation 


4 Baltimore 


i 
f, } 
4 2 ? 

















dential communities with a shopping 
center may warrant a bank opening a 
branch. Canadian cities like Van- 
couver, Edmonton, Windsor, and some 
in Quebec, are expected to grow indus- 
trially or as transportation centers in 
the air age, and may need additional 
banking facilities. While not as many 
United States firms as after World 
War I are expected to be motivated 
by tariff considerations in opening 
branch plants in Canada, mainly be- 
cause of a general lowering of tariffs 
between the United States and British 
Empire countries, the movement of 
American capital to Canada has al- 
ready shown an upward flow in recent 
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months. American concerns will want 
branch plants to take care of Canadian 
business as well as Empire business, 
and banks see such new business for 
Canada as another reason for possible 
branch bank expansion. 

In rural areas little or no branch 
bank expansion is expected. Some 
subagencies may be opened where dis- 
tances are great, to take care of the 
new farm loan business authorized by 
the 1944 Bank Act revision, under 
which banks may now loan farmers on 
a 10-year repayment basis at 5 per 
cent for new machinery, farm improve- 
ment, electrification, etc. 

Even though the banks do not fore- 








SPRINGFIELD, MASS. 
BALTIMORE, MD. 
COLUMBIA, &, C. 


LOUISVILLE, KY. 


ST. LOUIS, MO. 


31 Nassau Street 








FICB 
Consolidated Debentures 


(issued under provisions of the 
Federal Farm Loan Act, as amended) 


deserve discriminating attention 


They enjoy such advantages as being: joint and sev- 
eral obligations of the twelve Federal intermediate 
credit banks; eligible for purchase by Federal 
reserve banks and acceptable by them as collateral 


security for loans to system member banks; legal 


insurance companies, fiduciaries and trust funds. 


These desirable short term issues are available for 


monthly subscription upon favorable interest bases. 


THE FEDERAL INTERMEDIATE CREDIT BANKS 


NEW ORLEANS, LA. OMAHA, NEB. 


Inquiries should be addressed to recognized 
security dealers, dealer banks or 
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ST. PAUL, MINN. HOUSTON, TEX. 
BERKELEY, CAL. 


WICHITA, KAN. SPOKANE, WASH. 


New York 5, N. Y. 














agement accounts, 


see much branch expansion, they are 
all interested in improving or enlarging 
existing branches, but are unable to 
do much under present material and 
labor shortages.. All repairs and altera- 
tions over $500 require a permit, and 
materials are hard to obtain, being 
channelled as much as possible into 
housing. As soon as materials and 
labor are available, banks plan a con- 
siderable modernization program. 
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Government Appointments 


Graham Gammell has been ap- 
pointed deputy chief of the securities 
department of the Bank of Canada at 
Ottawa. Before joining the Bank of 
Canada in 1938 he had been in the 
securities business for fourteen years. 
He has been attached to the securities 
department at the bank’s head office 
since 1940. 

William M. Anderson, general man- 
ager of the North American Life 
Assurance Company, Toronto, has 
been appointed director-general of the 
National Housing Administration, De- 
partment of Finance, Ottawa. His 
main task will be administration of the 
$900,000,000 housing legislation passed 
last summer. Anderson will also be a 
member of the government’s inter- 
departmental housing committee to 
co-ordinate and correlate more effec- 
tively the activities of all departments 
and agencies concerned with housing, 
materials and labor. 


Sd ° + 


Exchange Regulations Eased 


Restrictions on United States dol- 
lars for Canadians traveling in the 
United States were eased shortly after 
V-E Day by the Foreign Exchange 
Control Board. Since Canada’s en- 
trance into the war there have been 
tight restrictions on the use of U. S. 
dollars by Canadians for pleasure 
travel. Now Canadians can obtain 
any reasonable amounts for actual 
travel and expenses in connection with 
such trips, and will not require FECB 
permits for taking less than $50 in 
U. S. funds out of Canada. 


* ° 4 


Trust Company Answers 
Questions 


A 32-page question and answer book- 
let on “Wills, Estates, Trusts, Succes- 
sion Duties” has been issued by the 
Montreal Trust Company. The book- 
let deals in simple language with 
wills, executors and trustees, succes- 
sion duties, living or voluntary trusts, 
life insurance trusts, agency or man- 
estate planning, 


and gives succession duty rates and 
exemptions under Federal and Pro- 
vincial laws. 
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Se RENE Li 


BACK AGAIN AS YOU 

SUGGESTED, DICK. WE'VE 

GOT THE NEW CAR ALL 
PICKED OUT 


Serr tT 


GOOD, TOM. NOW 
P| LET ME ARRANGE 
TO FINANCE IT FOR 
YOU THROUGH A 
LOCAL BANK. YOULL 
FIND IT PAYS. 





SOUNDS 600D 
ME. HOW DO WE 
GO ABOUT IT? 











¥ 
ALL WE DO IS FILL OUT 


THIS SIMPLE LOAN —o 
APPLICATION FORM. 


Bs 
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THAT was | | NOW TAKE YOUR CHOICE }\ E BANK SAYS AND THEYLL LENDM 
Easy. Now |_| OF THESE IS BANKS AND YOUR CREDIT 1s | | ENOUGH TO PAY FOR THE 
‘ INFORMATION. : INSURANCE PROTECTION, T00? 





S SWELL. 


Ss 


SAY, THIS | 


y% 











RIGHT! PUBLIC 
LIABILITY AND 
PROPERTY DAMAGE 
INCLUDED. NOW, ALL 
YOU DO IS HAND THIS 
DRAFT TO YOUR 
AUTOMOBILE DEALER - 
ALONG WITH YOUR 
Ys DOWN-PAYMENT 
AND you’RE ALL 


THIS IS SURE A DANDY 
WAY TO BUY A CAR. 
JUST DROPPING IN 
HERE ONCE A MONTH 
AND PAYING OFF MY 
LOAN IN EASY 
STAGES. 





























Tuar, in a nutshell, is how the direct method of financing can also write new insurance and render a real service to 
an automobile is done under a plan now in operation their clients. .. . We'd like to send you our new free folder 
in St. Louis, Missouri. It shows the teamwork between describing the St. Louis Plan in detail, and also our other 
insurance agent and bank. It shows how agents who free booklets, “The Banker and the Insurance Man in the 
approach their present policyholders before they buy a Auto Trade” and “Character Loans.” The American 
new car can not only bring loan customers to banks, but Insurance Group, 15 Washington St., Newark. 1, N. J. 






Newark 1, New Jersey 


The American Insurance Company « Bankers Indemnity Insurance Company « The Columbia Fire Insurance Company ¢ Dixie Fire Insurance Company ¢ The Jersey Fire Underwriters 
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SINCE 1834 S222 20 


Mh. Puke ? 


Through your vault doors pass some of the finest people 
in the world . . . your safe deposit customers. 


5 oxes, 










The installation of Herring-Hall-Marvin Safe Deposj 
which are now available, will inegg 
safe deposit customers. 


Our engineering diy 
this important |] 
requirements 


Write, wiy 








HERRING-HALL-MARVIN SAFE CO. 


General Offices: Hamilton, O) TT. 
BRANCH OFFICES in New York, Chicago, Boston, Washington, St. Louis, Atlanta, Houston 
OTHER AGENCIES ALL OVER THE WORLD 


MANUFACTURERS OF BANK VAULT EQUIPMENT - BANK COUNTERS - TELLERS’. BUSES AND LOCKERS 
SAFE DEPOSIT BOXES - NIGHT DEPOSITORIES - BANK AND OFFICE SAFES 


BUILDERS OF THE UNITED STATES SILVER STORAGE VAULTS — WEST POINT MILITARY RESERVATION 
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THE BOOKLET COUNTER 





New Booklets 


Booklets for Veterans... 
Financial institutions planning mes- 
sages to returning service men are 
likely to find some helpful ideas in this 
group of four booklets, prepared by a 
San Francisco bank. 

The Veteran’s Manual has been 
previously mentioned in The Booklet 
Counter, but is being listed again, inas- 
much as it is part of the series. It 
answers many of the questions likely 


to be in the minds of service people - 


returning to civilian life, and outlines 
benefits and opportunities available 
to them. 

Business Loans for Veterans 
deals with G. I. loans under this clas- 
sification. It describes the four princi- 
pal types of business loans covered, 
and includes illustrations of each. 
Home Loans for Veterans outlines 


BUSINESS __ 


--| ARM LOANS] 
i FOR VETERANS | 


kusr £0 
AMERICAN TRUE 
ware OFviete ee TENS wowrneen cal 





Illustrative examples are cited 


the procedures involved in obtaining 
an FHA loan with guaranteed second 
mortgage, and a partially guaranteed 
first mortgage loan. In each case, 
illustrative figures are cited for higher 
and lower priced homes. Similar in- 
formation is given in the Farm Loans 
for Veterans booklet. 

The booklets do an exceptional job 
of covering a lot of ground in a few 
simple words, and are attractive in 
format. 


Insurance Protection in Bank 
Credit . . . Designed for the benefit 
of bank credit officers to help them 


These booklets are available upon 
request, free of charge or obligation, 
under an arrangement whereby the 
requests are referred promptly to the 
producers. Simply address requests 
on bank or company letterhead to 


The Editor 
The Burroughs Clearing House 
Second and Burroughs Avenues 
Detroit 32, Michigan 





determine that their customers are 
properly protected -with insurance. 
There are brief definitions of all avail- 
able insurance coverages, and con- 
venient insurance summary blanks 
which facilitate the checking of existing 
and needed forms and amounts of 
insurance. 


Can Government Guarantee 
Full Employment? ... A timely 
discussion of a subject now in the news, 
and one which will have an important 
bearing as to the future economic 
trend in the United States. The bulle- 
tin analyzes some of the means which 
the government would have to utilize 
and the centralized powers it would 
have to possess in order to guarantee 
full employment. It discusses the 
Murray Bill and similar proposals in 
Great Britain directed toward this 
objective, and raises the question of 
what alternatives there are within the 
framework of a free economy. 


United States Government 
Obligations ... Conveniently tabbed 
for easy reference, this brochure has 
been prepared as a source book for 
banks and others interested in the 
purchase and sale of government 


securities. It contains numerous charts 
and graphs along with other valuable 
statistical information, and there is a 
review touching on the highlights of 
the money market during the past 
year. The brochure is made available 
by the bond department of a Chicago 
bank. 


Industrial Expansion and Gov- 
ernment Plant Disposal . . . While 
this study specifically covers the 
Fourth Federal Reserve District, the 
problems it discusses are general 
throughout the country. In total, the 
nation faces the prospect of eventually 
utilizing or disposing of nearly 1,900 
war plants costing about 24 billion 
dollars, including equipment. The 
pamphlet asserts that the ultimate 
disposition of these government-owned 
plants engenders many problems of 
broad social and economic significance. 


Still Timely 


New Profit Opportunities for 
Banks . . . A 27-page brochure in 
which the world’s largest insurance 
company describes its “all-out” plan 
of co-operation with local banking 
institutions, in the financing and insur- 
ing of post-war cars. 


The National Debt and Bank 
Bond Portfolios ... A bank officer 
discusses Treasury management of the 
debt, and follows with specific sugges- 
tions on bank investment policy in the 
light of the debt situation. 


Facts for Fidelions . . . An out- 
standing example of bank personnel 
literature, designed to acquaint new- 
comers with the institution’s policies 
and services, and to provide other 
helpful information. 
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bis dreams of a new home must wait on the 

future. But if you could see all the thrilling 
advantages that are being planned by American 
industry for your postwar home, you'd agree that 
it’s well worth waiting for! 


@ @ And now that V-E Day belongs to history 
and part of the battle has been won, you'll feel 
all the more like buying additional War Bonds, 
both to speed final Victory and to help finance 
your new home when you're ready to build it. 


@ @ The modern techniques of functional de- 


HOUSING DIVISION — DEFOE SHIPBUILDING 





BACK THE ATTACK 
—BUY WAR BONDS 


sign and compact construction which enabled 
Defoe to build seven different types of fighting 
ships for the Navy will be converted to producing 
quality-built homes in the postwar period. 


@ @ Defoe will produce homes with advantages 
of beauty, comfort and livability heretofore un- 
known in their price range. There will be nothing 
stereotyped, extreme or fantastic in Defoe homes. 
They will combine functional convenience with 
a wide range of individual designs, yet give you 
all the economies of volume production. 


COPR. 1945 DEFOE SHIPBUILDING Co. 










CORPANY, BAY City, MICH. 


teivtkdsk Five White Star Renewal Citations now decorate 
_ the Navy *‘E”’ Award won by Defoe workers. 









SHIPS FOR VICTORY 
SERVANTS FOR PEACE 
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sy CHARLES R. ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the District of Columbia 


Corporate Officers Not Liable 


Where a bank makes a loan on a 
corporation’s note and wants to hold 
the officers as well as the corporation 
liable for the money, great care should 
be taken to make sure that the officers 
execute the note in a way to make 
clear that they intend to be held per- 
sonally liable. 

An Illinois note was signed in the 
name of a corporation followed by the 
signatures of the president and treas- 
urer. The respective title of each 
signer was written below his name. 
The body of the note was an ordinary 
form and contained the phrase, “I, we, 
or either of us promise to pay.” 

One of the officers signing the note 
resisted an attempt to enforce the note 
against him personally. The Illinois 
court upheld him, saying: 

“Under the provisions of Section 20 
of the Uniform Negotiable Instru- 
ments Act, the note is prima facie the 
note of the corporation alone and not 
that of the individuals whose signa- 
tures appear above the designations of 
their offices. The language of the sec- 
tion of the Act involved clearly sets 
forth that ‘Where the instrument con- 
tains, or a person adds to his signature, 
words indicating that he signs for or 
on behalf of the principal, or in a 
representative capacity, he is not liable 
on the instrument if he was duly 
authorized.’ 

“The use of the words, ‘I, we, or 
either of us’ in the note does not, 
under the facts, establish personal 
liability on the part of the officers 
signing the note for the corporation. 
Many cases have sustained the prin- 
ciple that a note of the character here 
involved is prima facie that of the 
corporation.”” (Ruwisch vs. Theis, 60 
Northeastern Reporter, Second Series, 
108.) 
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**Stop Payment’’ Order 


That a bank may become liable on a 
stop payment order which failed to 
comply with statutory requirements, 
was illustrated in a recent Texas case. 

Mrs. Miles, a depositor, issued her 
check for $350 to Henry Petty, an 
automobile dealer, for the purchase 
price of a car. Petty lost the check 
the same night and on the following 
day went to Mrs. Miles’ home and 
persuaded her to give him a second 


check and to stop payment on the 
first check. She gave Petty a second 
check and on the following morning 
telephoned the bank’s cashier and 
requested him to stop payment on the 
first check and to cash the second 
check only. She explained the facts 
and circumstances to him and he 


‘promised her the first check would not 


be cashed. He made appropriate 
notations on her account record. 
Thereafter, about noon on the same 
day, the first check was cashed by a 
total stranger to the bank’s employees. 
Thereupon the cashier notified Mrs. 
Miles what had happened. In her 
action against the bank for the amount 
of the check thus cashed contrary to 
her instructions, the Texas court said: 
“It conclusively appears that the 
bank or its cashier did not refuse to 
receive the information she telephoned, 
but received it and noted it on her 
bank statement. The bank or its 
cashier did not. request that Mrs. 
Miles give such notice and request in 
any other form or manner. There is 
no contention that the telephone con- 
versation and the notation failed to 
give the bank such full and complete 
information as would enable it to 
carry out her instructions to stop pay- 
ment of the first check. Further un- 


disputed facts are that notwithstand- 
ing the cashier’s caution in making the 
notation on her bank statement, he 
omitted or ‘forgot’ to inform the teller 
of Mrs. Miles’ stop payment order 
over the telephone and the teller at 
noon, in the absence of the cashier and 
without examining the bank record or 
statement and observing the notation 
thereon, paid the first check when it 
was presented for payment by some 
one unknown to him. 

“It is the bank’s major proposition 
that Mrs. Miles’ telephone conversa- 
tion with the bank was insufficient to 
legally stop payment of the first check 
and bind the bank in any other way 
except by a strict compliance with the 
Texas statute which provides that the 
bank shall not be legally obligated to 
regard stop payment instructions un- 
less they ‘are in writing, dated, signed 
and describe the item with certainty.’ 

“Obviously the bank did not reject 
Mrs. Miles’ telephone communication 
directing it to stop payment of the 
first check, nor did it indicate to her 
that it would be necessary for her to 
comply literally with the statute before 
it would undertake to carry out her 
instructions and stop payment. With- 
out doubt the bank’s own memo- 
randum of stop payment entered on 
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CaPITAL $10,000,000 





WHEN you have a banking 
problem in New England, 
you'll find at the Shawmut 
Bank an exceptional willing- 
ness to undertake difficult or 
unusual tasks. You can count 
on this institution, with its 
current knowledge of busi- 
ness conditions, for prompt 
results. 


The National 
Shawmut Bank 


40 Water Street, Boston 
Member Federal Deposit Insurance Corporation 


SuRPLUS $20,000,000 


«Outstanding Strength” 
for 108 Years 
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“Take a number...any number— 


you’re ever likely to need in postage stamps... and I’ve got 
it! Letter needs nine cents? One nine-cent stamp coming 
up—not three threes! Airmail forty-eight cents? Parcel 
post $1.16? I touch a couple of levers—and there you are! 
Any amount of postage you want is on tap in this postage 
meter! And you print it to order, right on the envelope. 
Or on gummed tape for parcel post .. . Don’t have to keep 
batches of stamps in a tin box, or stick °em on one by one, 
or gallop down to the postoffice every other day—just print 
"em as we need ’em! The postage is safe in the meter, 
can’t get lost or borrowed. And the machine is real good 
at arithmetic—keeps its own records... Seals envelopes 
fast, too! Makes getting out the mail a lot easier. And 
what’s more—I get out earlier!” 

Find out how a postage meter can help in your office. 
Pitney-Bowes, largest maker of postage meters, is again in 
production ... Check with the nearest office ... or write 
direct for an illustrated booklet. 


PITNEY-BOWES Postage Meter 


Pitney-Bowes, Inc., 3187 Pacific Street, Stamford, Conn. 
Offices in principal cities, see telephone directory 
IN CANADA: Canadian Postage Meters, Ltd. 
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her bank statement was full and com- 
plete and carried all the information 
necessary to enable the bank to comply 
with her request. 

“We are of the opinion that the 
statute was enacted for the benefit of 
the bank, that it was altogether within 
the power of the bank to waive its 
benefits, or a strict compliance there- 
with, and that under the undisputed 
testimony in this case the bank did so. 
A technical compliance with the statute 
would have afforded the bank no 
better or additional information. The 
statute is merely directory, as contra- 
distinguished from a mandatory stat- 
ute, and it may be waived by the 
bank under the circumstances. 

“On principle and authority we 
think the bank waived such rights as 
it may have originally had under the 
terms of said statute when it accepted 
the information which Mrs. Miles 
telephoned the cashier and upon the 
strength of which the bank assured her 
that the first check would not be 
paid.” 

Judgment against the bank was 
affirmed. While the inferences of this 
decision should not be carried beyond 
the situation with which it dealt, the 
court’s reasoning suggests that where 
a bank tries to serve or accommodate 
a customer without strict insistence on 
legal technicalities, it may as a result 
find that it has lost the benefits of a 
law intended for its protection. (Stam- 
ford State Bank vs. Miles, 186 South- 
western Reporter, Second Series, 749.) 
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‘*Fraud’’ No Defense 


Among the most frequent objections 
by makers to paying notes held by a 
bank as holder in due course, is the 
plea that the payee obtained the note 
by fraud. This reason for non-pay- 
ment is often urged where the note 
was originally given to the payee for 
merchandise to be delivered or serv- 
ices to be performed. If the merchan- 
dise or the service turns out to be 
unacceptable to the maker, he does not 
want to pay the note, even though the 
bank paid full value for it in good faith. 

A New York court disposed of that 
argument tersely but effectively in a 
recent case in which a credit company 
sued the maker of a note which it had 
acquired from the payee. 

“The credit company,” said the 
court, “established by uncontradicted 
testimony that the instrument in suit 
was a negotiable promissory note and 
that it was a holder in due course. The 
fraud claimed to have been perpetrated 
upon the defendant maker by the 
payee of the instrument may not be 
asserted as a defense against the 
plaintiff credit company.” (Gotham 
vs. Wolk, 54 New York Supplement, 
Second Series, 121.) 
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such investments on the net capital 
account. This particular group of risk 
assets includes: ates 

Government bonds maturing beyond 

ten years with the exception of 

depositary and Series F and G 

Savings Bonds; 

Other. bonds, warrants, loans and 

discounts, excluding government 

guaranteed commodity loans. 

Long-term Governments, excluding the 
depositary and savings bonds, are 
included in this computation because 
we feel there is a greater market risk 
factor in holding them. By the use of 
this formula the banks’ portfolios 
which we have reviewed in recent 
years have met the requirements of 
the traditional one for ten ratio. Our 
experience has shown an average risk 
ratio of one to five. In other words 
this means that for each $1 of net free 
capital the average bank has $5 in- 
vested in the group of assets used in 
the computation. 

If we apply this formula to the John 
Doe Bank, whose figures are used in 
forms accompanying this article, we 
arrive at the following: 


4l 


YOUR BUSINESS 


rests on its records 







if they’re Worth Keeping, 


keep them on WEStON paper 


ye“ 


70 
Government Bonds due longer than AA Ya 
10 years (exclusive of G Savings Bonds) $ 5,050.00 FZ BZ 
Other Bon 130,208.75 . AZ 
Loans and Discounts 23,388.89 


Total Investments exclusive of 
Governments due in 10 years or less $158,647.64 


\\ 


Capital Account 
Capital Stock $ 30,000.00 
5,000.00 


\ 


\\ 
\ 


Za 
Capital Debentures ,000. ZZ 
Surplus, Undivided Profits, and Reserves 17,225.52 LZ 
5.8: BE 
Total Capital $ 52,225.52 E=- 
Deduct: Banking House, Furniture & ZB 
Fixtures 17,800.00 ee 
NET FREE CAPITAL $ 34,425.52 


NET CAPITAL RISK EXPOSURE RATIO (approxi- 
mate) 1 to 4% 


A capital requirement excess based 


on the traditional one for ten ratio is | You never know when some record, form or piece of correspondence 
rather uncommon in these days of may suddenly become vitally important. Isn't it wise, especially in times 
abnormally high deposits but it will like these, to see that such records are placed on papers made specifically 
oe eee Se Oe, eee for record keeping?—-WESTON Cotton Fibre Content Record, Ledger, 
still measures up to this yardstick in 

. ; an Index and Bond Papers. 
the foregoing example. A e 

At the time we set up the figures for Time and rough, constant handling hold no terrors for WESTON 
this bank in the latter part of last year, Papers. Their qualities of resistance and endurance are proved by the 


total investments equaled 80.2 per 
cent of deposits, a figure that com- 
pares to the average of 80 per cent to 


fact that the bulk of this nation’s priceless permanent records of life 
and property have been placed on WESTON paper for generations. 


egpeer : Lasting record protection is so easy and inexpensive to obtain. Simply 
pang The domeatl " Seka earmark those records that you consider worth keeping and ask whoever 
as shown by the recapitulation sheet, procures them to see that they are put on a WESTON paper. 
40.1 yin nai es Scone tae -~ BYRON WESTON COMPANY, Dalton, Massachusetts 


fairly high percentage of demand 
deposits and indicated the desirability 
of a comparable short-term investment 
position. The invested position of 
44 per cent in short-term maturities 
was moderate compared with 60 per 
cent in demand deposits, and it was 
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suggested that short-term obligations 
receive first consideration as additional 
funds became available for investment. 

Our next step was to submit the 
John Doe Bank to a formula also 
designed primarily to meet the risks as 
they apply to its capital structure. 
This provides that the total invest- 
ment in loans, discounts and bonds due 
beyond one year, including Govern- 
ments, be made to the extent of 
ten times the free capital. The avail- 
able funds remaining are to be invested 
in Governments due within one year 
or held as cash. In this formula free 
capital is defined as all classes of capi- 
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tal stock, surplus, undivided profits, 
and any other items that may properly 
belong in the capital structure, less the 
investment in fixed assets such as the 
banking house, furniture and fixtures, 
and other real estate. 

The application of this formula to 
the John Doe Bank gives us the 
following: 


Formula 


Statement 
Total Capital $ 52,225.52 10/10/1944 


Deduct: Banking House, 


Furniture & Fixtures 17,800.00 
Total Free Capital $ 34,425.52 
Add: Deposits: 


460,298.47 


TOTAL FREE CAPI- 
TAL AND DEPOSITS $494,723.99 








ST. LOUIS 


St. Lowis...and the Chemical Industry 


St. Louis is one of the nation’s fore- 
most centers for drugs, chemicals 
and allied products. It is the home 
of some of the leading companies 
engaged in the manufacture of in- 
dustrial and pharmaceutical chemi- 
cals, and of the largest independent 
wholesale drug house in the world. 


The strategic, central location of 


| this city has been an important 
factor in the growth of this great 
industry, bringing it close to raw 














MERCANTILE MLE @! 


Bank and 
ST. LOUIS 1 
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material supplies and providing 
unexcelled transportation facilities 
for distribution to national and 
international markets. 


Mercantile-Commerce is proud of 
its long association with this in- 
dustry ... another example of the 
way in which this bank has been 
able to cooperate constructively 
towards the growth of business in 
the great industrial area of St. 
Louis and the Southwest. 








SS 


— 


Trust 
MISSOURI 








Deduct: Estimated Reserves 


20% spoon ~# 78,436.56 $120,598.72 

1 ar h 

Account 68,105.95 and due from 
cativanmrnttnaeniitae banks 

AVAILABLE FOR 

INVESTMENT $348,181.48 
Deduct: ~~ Discounts 
Bonds due longer 


be one year (10 


x free capital) 344,255.20 $308,834.77 


TO BE INVESTED IN 
GOV’TS DUE WITHIN 
ONE YEAR OR CASH $ 3,926.28 $ 60,000.00 


The reserve requirements and work- 
ing capital estimated at 20 per cent of 
deposits plus the war loan account 
total $146,542.51. This is approxi- 
mately $26,000 more than $120,598.72 
shown as cash on hand and due from 
banks and would indicate that the 
bank is quite fully invested. 

The formula also shows a theoretical 
investment of approximately $344,000 
in loans, discounts, and bonds due 
after one year. This is the equivalent 
of ten times the free capital and com- 
pares with the actual statement figure 
of $308,000. In other words, the 
formula then suggests this classifica- 
tion could be increased some $36,000. 
The desirability of short-term maturi- 
ties would be emphasized. Moreover, 
this division of the formula gives 
recognition to the traditional one for 
ten ratio as it limits the investment in 
loans, discounts and bonds due beyond 
one year to ten times the net free 
capital. 

Under the formula there remains 
approximately $4,000 to be invested 
in Governments due within one year as 
compared to the actual total of $60,000 
invested in one-year issues shown on 
the analysis sheet illustrated in this 
article. Therefore, the theoretical 
investment of $4,000 in one-year 
securities is indicative of the strong net 
capital account of the bank and of a 
very satisfactory position in one-year 
maturities inasmuch as the latter 
actually amount to $60,000. 


FOR the purposes of our reviews we 
have classified the bonds as to our 
standard of quality. These quality 
groupings consist of five different 
classifications as follows: 

Class I, or money rate bonds, in- 
cluding Governments and other bonds 
whose market prices are influenced 
primarily by interest rates. 

Class II are bonds of high grade 
investment quality and are considered 
suitable for conservative investment 
purposes. 

Class III are medium grade invest- 
ments characterized by certain risks. 

Class IV are those obligations pre- 
dominantly speculative in character. 

Class V includes those issues in 
partial or full default in respect to 


interest or principal. 


When we consider the John Doe 
Bank account we find a moderate 
Class I group constituting 66.3 per 
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cent of the portfolio. This appears 
moderate because so many banks have 
from 85 per cent to 90 per cent of their 
bond accounts within the Government 
field. The Class II bonds comprise 
9.7 per cent of the account. Class III 
constitutes 21.6 per cent, which is a 
comparatively heavy investment. Class 
IV bonds represent 2.4 per cent of the 
account. Therefore, Classes III and 
IV represent 24 per cent of the total 
and an investment of $83,000. This 
is a heavy commitment compared with 
capital stock and debentures of only 
$35,000, as it is equivalent to two and 
one-half times the total capital stock. 
This comparison again suggests that 
new commitments be confined to the 
Class I group. 


AN interesting maturity schedule is 

presented by this bond account. The 
short-term obligations, those maturing 
within five years, total $154,000 and 
make up 44 per cent of the account. 
Included in these short-term maturities 
are issues totaling $69,000 due within 
one year. This is 20 per cent of the 
account and a favorable comparison 
with most banks whose portfolios we 
have studied where the one-year posi- 
tion ranges from 20 per cent to 30 per 
cent. The medium-term maturities 
due from six to ten years total $84,000 


and 23.9 per cent of the account. The 
long-term bonds due in eleven years 
and longer total $113,000 and 32.1 per 
cent. The medium and long-term 
bonds total $197,000 and 56 per cent 
of the account. and appear out of bal- 
ance when compared to time deposits 
of $184,500, or 40 per cent. 

While it was desirable in the John 
Doe Bank to suggest a partial shorten- 
ing of maturities, other bank accounts 
offer opportunity to advise a lengthen- 
ing of maturities. Where this can be 
suggested on a conservative basis it 
opens the way to increased earnings 
from the bond portfolio. 

One interesting example of this came 
to our attention the other day involv- 
ing very short-term maturities. The 
bank had two issues of $150,000 each 
in Treasury Bills and several issues of 
Certificates of Indebtedness, with stag- 
gered maturities, followed by issues 
of Notes and Bonds. We suggested 
the bank sell the Bills and $105,000 of 
first maturing Certificates and place 
the funds in $150,000 Treasury 1% 
per cent Notes due September 15, 
1947, $195,000 Treasury 1% per cent 
Notes due September 15, 1948, and 
$60,000 Treasury 2 per cent Bonds due 
December 15, 1951-49. The increased 
income by the realignment of the 
account would be approximately $2,760 
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per year computed on the average 
yield of the securities purchased versus 
the 3 per cent and % per cent yields 
on the Bills and Certificates, respec- 
tively. Many other banks have in- 
creased annual income by means of a 
similar realignment of their portfolios 
where circumstances permit. 

Occasionally the question of par- 
tially tax-exempt versus fully taxable 
Governments comes up. It is defi- 
nitely to the advantage of banks sub- 
ject to excess profits taxes to hold par- 
tially tax-exempt Government bonds 
and to make full use of such bonds in 
the operation of the investment port- 
folio. However, the possibility of re- 
peal, in whole or in part, of excess 
profits taxes in the not too distant 
future may create problems requiring 
special consideration by some banks. 

The following factors are of prime 
importance to every banker in the 
operation of his bond portfolio: 

1. Highest quality as foremost con- 
sideration. 

2. Determination of the bank’s 
capacity to assume risk. 

3. Selection of maturities. so that 
they bear a practical relationship to 
deposits. 

4. Periodical review of the account 
at six-month intervals or more fre- 
quently if necessary or desired. 
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State Farm Insurance Companies 
Bloomington, Illinois 
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It’s yours for the picking! 
Millions of dollars will spring from the financing of postwar 
automobiles. Bankers who are prepared for this business will 
profit. Now—6,000 State Farm Mutual agents are telling their 
more than 1,100,000 policyholders (who are all preferred risks) 
to go to cooperating banks for credit when new automobiles 


Investigate this great profit opportunity for 
bankers. There is no obligation! 


STATE FARM INSURANCE COMPANIES 


Bloomington, Illinois 


—<———— CLIP AND MAIL TODAY! 
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Please send us new free booklet which tells how the State Farm Bank Plan will help us 
get our share of America’s billion dollar postwar car fi ing busi includi 


results of your recent survey on policyholders’ postwar buying plans. % 





eee ee ee ee ee 


et 


ae | 

| 

| 

| 

| 

| 

(Bank) 
| 

| 

o 


In writing to advertisers please mention The Burroughs Clearing House 








—— = 





| 
’ 
; 
H 


(CONTINUED FROM PAGE 19) 


services that are in short supply during 
the war and will be for some time 
after the war. To the extent that the 
policy accomplishes this purpose, it 
limits the expansion in bank holdings 
of Government securities and, there- 
fore, also in bank deposits, thus avoid- 
ing a proportionate increase in required 
reserves. 

Though the attempt has been made 
to sell as many Government securities 
outside the banking system as possible, 
purchases by commercial banks have 
also been necessary and have supplied 
the Government with the funds needed 
for war financing which it has been 
unable to obtain from the public. 
These purchases by the banks have 
resulted in a large growth in bank 
deposits, which in turn have called for 
increased reserves. At the same time 
the amount of currency in circulation 
has risen rapidly, and the withdrawal 
of this currency from the banking sys- 
tem has reduced reserves of member 
banks just when they needed to be 
increased. To prevent currency drains 
from having a restrictive influence on 
the ability of the banking system to 
extend credit, the Federal Reserve has 
purchased Government securities in 
the open market. Total holdings of 
Government securities by the Federal 


therefore, mainly because of the in- 
crease in currency in circulation, but 
partly because of the growth in bank 
deposits and because of the wartime 
accumulation of foreign official bal- 
ances and earmarked gold in the 
Reserve Banks. 
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In 1942 the Federal Reserve estab- 
lished a policy of buying Treasury 
bills from banks and other holders at 
a rate of 3% per cent and giving the 
sellers the option to repurchase at the 
same rate. By this means banks and 
other investors that have wide fluctu- 
ations in the amount of funds available 
for their use are encouraged to pur- 
chase bills with temporarily idle funds, 
selling them to the Federal Reserve 
when the funds are needed and repur- 
chasing the bills when the funds are 
again ‘available. 


ANOTHER way in which reserve 

funds were made available was by a 
reduction in the percentage of reserves 
required to be maintained against 
demand deposits at central reserve 
city banks in New York and Chicago, 
and by suspension by Congress of 
reserve requirements against war loan 
deposits during the war period. These 
war loan deposits arise from subscrip- 
tions for Government securities by 
commercial banks either for their own 
account or ‘for the account of their 
customers. Subscriptions for new 
Government securities are facilitated 
by these accounts, since otherwise 
commercial banks would have to pay 
for the securities immediately by debit 
to their reserve accounts at the Federal 
Reserve Banks. The elimination of 
reserve requirements against these 
deposits has encouraged the use of 
war loan accounts. 

Effective November 1, 1941, member 
bank reserve requirements (which since 
April 16, 1938, had been 2234 per 
cent, 17% per cent, and 12 per cent on 
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FEDERAL RESERVE 


net demand deposits of central reserve 
city, reserve city, and country banks, 
respectively, and 5 per cent on time 
deposits of all classes of member banks) 
were increased to the legal maximum 
of double the statutory requirements, 
that is, 26 per cent, 20 per cent, and 
14 per cent, respectively, on net de- 
mand deposits of central reserve city, 
reserve city, and country banks, and 
6 per cent on time deposits of all mem- 
ber banks. No changes have since 
been made except as to reserve require- 
ments on net demand deposits of cen- 
tral reserve city banks. These were 
reduced effective August 20, 1942, to 
24 per cent; September 14, 1942, to 
22 per cent; and October 3, 1942, to 
20 per cent so that they are now the 
same as those for reserve city banks. 

Reserve balances, check collection, and 
currency supply. An essential provi- 
sion of the Federal Reserve Act is that 
member banks keep their legal reserves 
with the Federal Reserve Banks. De- 
posit accounts maintained at the 
Reserve Banks by member banks are 
drawn against or credited, as the case 
may be, in the collection and clearance 
of checks. For check collection pur- 
poses about 200 non-member banks 
also maintain clearing balances with 
the Reserve Banks. 

Check collection is a function per- 
formed for the Government, for the 
banking system as a. whole, and 
through it for the public.. It is a 
process of forwarding and clearing the 
millions of checks sent through the 
mails from day to day to effect all 
sorts of monetary payments. In 1944 
the number of checks collected by the 
Federal Reserve Banks, exclusive of 
Government checks, reached an all- 
time high of 1,300 million items, and 
to handle these checks the Reserve 
Banks maintained a force of nearly 
3,500 employees. 


[‘ is also one of the important func- 

tions of the Reserve Banks to supply 
the public, through member banks, 
with currency and coin, and since the 
volume of money in circulation has 
increased during the war to the highest 
peak in our history, the work of the 
cash departments in sorting, packing, 
shipping, and receiving has greatly 
increased. Money has been provided 
for the heavy industrial payrolls of 
wartime production and also for Army 
and Navy payrolls. During 1944, 
over 3 billion “‘pieces” of paper cur- 
rency and over 4 billion “pieces” of 
coin were received and counted by the 
Reserve Banks. 

The Federal Reserve ratio. The large 
wartime increase in the circulation of 
Federal Reserve notes and in reserve 
deposits, together with some decline 
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in Federal Reserve holdings of gold 
certificates, has resulted in a decline 
in the ratio of the Federal Reserve 
Banks’ reserves to their combined note 
and deposit liabilities. 

One of the outstanding develop- 
ments in the monetary field during the 
war period has been the increase in the 
amount of money in circulation. Dur- 
ing the years prior to our entrance in 
the war, money in circulation in- 
creased from 5.9 billion dollars at the 
end of 1935 to 8.7 billion dollars at 
the end of 1940. From that date on 
the increase has been rapid until now 
the amount of money in circulation is 
more than 26.5 billion dollars. As 
contrasted with this increase, during 
the first World War the amount of 
money in circulation increased from 
3.9 billion dollars in April, 1917, to 
4.9 billion dollars in November, 1918. 

It was apparent that, if the demand 
for currency continued unabated and 
there were further inroads into the 
System’s reserves, by the end of 1945 
the reserve ratio would be near the 
legal minimum prescribed by law. 
Accordingly, the Board of Governors 
recently recommended legislation that 
provides for a reduction in the require- 
ment as to reserves to be held by 
Federal Reserve Banks to a uniform 
minimum of 25 per cent in gold certifi- 


cates against both Federal Reserve 
notes in circulation and deposits. 
Under the law previously existing a 
reserve of 40 per cent in gold certifi- 


cates was required against Federal - 


Reserve notes and a reserve of 35 per 
cent in gold certificates or lawful 
money against deposits. In addition 
to the change in the reserve percent- 
age, the legislation makes permanent 
the authority of the Federal Reserve 
Banks to pledge United States Govern- 
ment securities against Federal Re- 
serve notes. This authority has been 
in the law since 1932 but, heretofore, 
has been given on a temporary basis 
and renewed from time to time by 
Congress. It would have expired on 
June 30, 1945. 


‘THE recent legislation also contains 

two provisions which were not in the 
bill as originally proposed but were 
inserted by action of the Banking and 
Currency Committees of the Senate 
and the House. One of these repeals 
the authority for the issuance of 
Federal Reserve Bank notes, and the 
other repeals the authority contained 
in the Thomas Amendment of May 12, 
1933, for the issuance by the United 
States Treasury of United States notes 
in the amount of 3 billion dollars. 
Neither of these note issues was 
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deemed to be necessary, in view of the 
fact that Federal Reserve Banks have 
ample authority to supply the cur- 
rency needs of the country through the 
issuance of Federal Reserve notes. 
The Reserve Ratio Bill was signed 
by the President on June 12, 1945. 
Regulation of consumer credit. With 
the advent of the war, it was foreseen 
that reduced production of civilian 
goods and increased civilian purchas- 
ing power would together bring about 
inflationary price advances unless some 
means of restricting purchases was put 
into effect. In order to prevent a use 
of credit which would tend to accentu- 
ate this situation the Board of Gover- 
nors of the Federal Reserve System in 
1941 was authorized by Executive 
Order No. 8843 to place restrictions on 
consumer credit. Under this authority 
the Board issued Regulation W, which 
applies to credit in the form of charge 
accounts, installment sales of a compre- 
hensive list of consumer goods, and 
installment and single-payment loans 
of $1,500 or less. The regulation 
applies, for example, to installment 
sales of automobiles, radios, refriger- 
ators, and loans for the purchase of, 
and charge accounts for, nearly all 
merchandise, the principal classes not 
covered being food and fuel. Origi- 
nally, persons engaged in the business 
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of making installment loans or install- 
ment sales of the articles subject to 
the regulation were required to register 
with the Federal Reserve Banks of 
their districts by January 1, 1942. 
Subsequent amendments added new 
articles to those covered by the regula- 
tion, and thereby increased the num- 
ber of installment sellers required to 
register. While charge account sellers 
of listed articles were brought under 
the regulation, they were not required 
to file registration statements but 
were granted blanket general licenses. 
The total number of establishments 
extending consumer credit and, there- 
fore, subject to consumer credit control 
has been estimated at about 600,000 
and of this number over 200,000 have 
filed registration statements with the 
Federal Reserve Banks and have been 
issued registration certificates. The 
spirit of this regulation was expressed 
by President Roosevelt in a special 
message to Congress on April 27, 
1942: 

“To keep the cost of living from 
spiraling upward, we must discourage 
credit and installment buying, and 
encourage the paying off of debts, 
mortgages, and other obligations; for 
this promotes savings, retards exces- 
sive buying and adds to the amount 
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available to the creditors for the pur- 
chase of War Bonds.” 

Regulation of credit used for the pur- 
chase and carrying of securities. Since 
1934 the Federal Reserve authorities 
have had the responsibility of fixing 
margin requirements respecting the use 
of credit for purchasing and carrying 
stock exchange securities. Under this 
statutory provision, they have limited 
the amount that banks and brokers 
can advance on a given amount of 
stock exchange collateral, and the 
amount that banks can advance on 
stocks for purchasing or carrying 
stocks. During the war the Board has 
been especially watchful of this use of 
credit, and the required margin has 
been raised. The requirement now is 
that not more than 50 per cent of the 
value of the collateral may be ad- 
vanced. The Board continues its 
special vigilance over this form of 
credit. 


FTER the outbreak of war in 1939, 

stock prices generally declined until 
the spring of 1942, when they were at 
the lowest level in recent years; since 
then they have increased by more than 
80 per cent to the highest level in 
nearly eight years, about 20 per cent 
above the average level of 1937-39. 
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Emphasis nowadays is on produc- 
tion. How can we make things better, 
quicker and cheaper? How can we 
cut down the backlog? How can 
we get out more work with less new 
employees than we did formerly 
with adequate, experienced staffs? 
What little thing can we do to make 
it easier for our production people? 


These are questions we are all ask- 
ing these days and everyone is 
pitching in and helping to find the 
right answers. In banks, and: espe- 
cially in banks whose bookkeeping 
departments are staffed with inex- 
perienced people, we find very few 
still on the job who “know” signa- 
tures. Most of them have to “read” 
signatures and consequently it takes 
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them longer to sort and post and file. 


It would be easy to make things easy 
forthese production people. Just pick 
out the customers whose signatures 
are hard to read and sell them 
Personalized Checks. Everyone likes 
Personalized Checks, nobody balks 
at the price of $1.25 for 200 and it 
would give such a “lift” to the 
youngsters in the bookkeeping de- 
partment if all customers used them. 


Try it out today on ten customers 
whose signatures are slowing down 
production and then if you would 
like to sell Personalized Checks to 
all your customers and you want to 
do it on a planned basis, write us 
for details concerning the DeLuxe 
Personalized Check program. 
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Along with the advance in stock 
prices, volume of trading has also in- 
creased but is still considerably less 
than in the more active weeks of 
1936-37. 

Operations with foreign central banks 
and governments. Under the Federal 
Reserve Act, as amended, the Board 
of Governors exercises special super- 
vision over all foreign relationships 
and transactions of Federal Reserve 
Banks. : 

The Act authorizes any Federal 
Reserve Bank, with the consent of the 
Board of Governors of the Federal 
Reserve System, to open accounts for 
foreign banks or foreign governments 
and also to establish accounts in foreign 
countries. Under this authority, the 
Federal Reserve Bank of New York 
holds accounts on its books for the 
central banks and governments of 
most foreign countries. The other 
Federal Reserve Banks participate in 
these accounts. 

The Federal Reserve Bank of New 
York acts also as fiscal agent for the 
Treasury in many of its transactions 
with foreign central banks and govern- 
ments. 

Financial transactions between other 
governments and our own, which the 
war has greatly multiplied, are readily 
effected through the System accounts 
and the account of the Treasury. The 
Treasury Department, acting for the 
War, Navy, and State Departments 
and other governmental organizations, 
instructs the New York Bank to 
transfer funds to the accounts of 
foreign central banks for the purpose 
of making funds available for the use 
of our armed forces throughout the 
world. Correspondingly, foreign gov- 
ernments make their payments to 
the United States by transfers of funds 
from their accounts to that of the 
Treasury on the Federal Reserve 
Bank’s books. 

The total volume of funds (including 
dollars, gold, United States Govern- 
ment securities, and miscellaneous 
assets) held for foreign central banks 
and governments now amounts to 
6,250 million dollars. This compares 
with a total of 1,515 million held at 
the outbreak of the war in Europe and 
a low of only 26 million reached in 
February, 1934. The largest increase 
during the war period and since the 
February, 1934, low has been in the 
case of gold held under earmark for 
foreign account, which now exceeds 
4 billion dollars as compared with 
1,135 million dollars in August, 1939. 
Dollar deposits amounting to only 
3 million dollars in 1934, and to 353 
million by August, 1939, now total 
about 1,150 million. United States 
Government sécurities held for foreign 
account currently exceed 1 billion; 
pre-war holdings were negligible. 

Pursuant to an amendment of the 
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Federal Reserve Act in 1941, the 
Federal Reserve Banks may obtain 
from the Secretary of State a certifica- 
tion of the authority of the person or 
persons operating accounts held by 
the Federal Reserve Banks for foreign 
states and central banks. This proce- 
dure provides protection to the Federal 
Reserve Banks in cases where there 
may be doubt, especially as a result 
of the war, as to the authority of per- 
sons designated to operate accounts. 

Since January, 1934, the Federal 
Reserve Bank of New York has car- 
ried out the operations of the United 
States Stabilization Fund in accord- 
ance with authorizations and instruc- 
tions from the Treasury. 

In accordance with Executive Orders 
and Treasury regulations, the Federal 
Reserve Banks since 1934 have col- 
lected reports and maintained records 


of foreign exchange transactions and 
capital movements between the United 
States and foreign countries. 

Transactions with foreign central 
banks and foreign governments are 
performed under Regulation N, issued 
by the Board of Governors. This 
regulation was amended in 1944, to 
meet the change in conditions, partly 
as a result of the war. 

Foreign missions of the Reserve 
System have been placed on a unified 
system basis to the end that the operat- 
ing and policy parts of the System 
complement each other. 


PART II. The second and conclud- 
ing installment of Governor Szym- 
czak’s highly informative article will 
be published in the August issue of 
The Burroughs Clearing House. 

This installment will cover the fol- 
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lowing important phases of the Federal 
Reserve’s war-time activity: 1. AD- 
MINISTRATION. 2 FISCAL 
AGENCY FUNCTIONS, which will 
deal with the United States Treas- 
urer’s general account, the issuance, 
exchange and redemption of United 
States Government securities, the han- 
dling of Government coupons, the 
withholding tax, foreign funds control, 
the services performed for other Gov- 
ernment departments and agencies, 
war contract financing, ration banking, 
and the Pacific Coast evacuation. 
3. COROLLARY SERVICES. 4. 
FROM WAR TO PEACE. 

In this, Governor Szymczak con- 
tinues his clear and interesting inter- 
pretation of the part played by the 
Federal Reserve during the war. He 
concludes with a suggestion of the 
part it is to play in peace. The Editors. 


A “NOTABLE” RECOVERY 


(CONTINUED FROM PAGE 23) 


the windmill wheel on the outboard 
motor. The double outfit should 
make the Atlantic Fly a vehicle with 
plenty of speed to convey passengers 
from Ferndale Village to Micastone 
and back.” 

The following Wednesday morning 
Mr. Spearhawk’s car, carrying the 
entire board, wheezed over the level 
ten-mile road to Micastone. 


Upon arriving there Mr. Clutchbill 


immediately entered the store of Mr. 
Nathan B. Twigg. 

“You got the stuff?” inquired Mr. 
Clutchbill of the proprietor. 

“Mr. Clutchbill, I’ve gathered every 
model of milk pail, wash dish and 
kitchen pan known to the human 
mind, and I don’t know why.” 

“There won’t be a pin, pan or soda 
cracker left in this store by sundown. 
Draw out a trunk handy to put the 
money in. I’ve just landed with the 
crew to take the Fly to Ferndale.” 
With this warning the old director 
backed out and hurried to his car. 

“Leave your hack right here, Mr. 
Spearhawk, and come with me, boys,” 
he called to the pale-faced group 
looking out of the windows. 

A STRANGE sight met them the 

moment they trudged around be- 
hind the old store and gazed at the cove 
that formed Mr. Twigg’s barnyard. 
There stood the Atlantic Fly with her 
large, dull-gold fifty-year-old letters 
boldly running along both her port 
and starboard sides. Her great sail, 
already set by the hand of Mr. Calvin 
Bannister, tugged and snapped in the 
powerful wind. On her stern was the 
four cylinder outboard motor which 





had blossomed out with an ample 
windmill wheel. 

“All ready, Cal!’ shouted - Mr. 
Clutchbill to Mr. Bannister who sat 
behind a rippling cavalry mustache in 
the stern of the Fly. And then, 


“Come on, boys, get hold of the wheel 
spokes and roll her out to the road.” 

The old chariot rolled easily on her 
newly greased wheels and began lash- 
ing her boom wildly under the force 
of the wind in the more open area. 
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“There! Hurry, boys, before she 
stops. Get right up to the cockpit by 
the iron steps on the front, and sit on 
the seat that runs fore and aft on the 
weather side. That ought to keep her 
from heeling.”’ 

Mr. Clutchbill followed the bustling 
directors and instantly trimmed the 
jib and main sheets. The Fly creaked 
dangerously under the unexpected 
strain. Her wheels began to revolve 
with quickening speed. 

“Think we'd better try out the 
motor, Aaron?” shouted Mr. Bannister. 

““Yeah, touch her off for a moment, 
Cal.” 

Mr. Bannister wound on the cord 
and gave the wheel a spin. 

Grumph! Pop-pop-pop! Ber-r-r! ! 

The Fly sprang forward like a 
bloodhound. MHearing a giant roar, 
Mr. Nathan B. Twigg leaped from his 
chair and flung up a window but was 
only able to see a tunnel of dust dis- 
appearing down the Ferndale road. 


N the outskirts of Ferndale the 

Fly careened out on the old fair- 
ground race track, circled it and came 
into the wind with rippling sail. 

“Eight ninutes!’’ announced Direc- 
tor Clutchbill snapping out a large 
silver watch. “Cal, hurry for another 
couple quarts of gas. The return trip 
starts in twenty minutes.” 

“‘Not for me!” announced Mr. Spear- 
hawk staggering backward out of the 
Fly and hurrying to catch the other 
three directors who were scurrying 
blindly off across lots. 

“Mark my words,” howled Mr. 
Clutchbill after them, ‘“‘you’ll see the 
Fly go back loaded to the gills.” 
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Mr. Calvin Bannister in the mean- 
time had hastened with a small can 
to the nearest gas station. He was in 
a state of excitement that had not 
been generated by his recent flight in 
the Atlantic Fly. 

“What'd yuh think of that?’ he 
gasped unfolding the palm of his hand 
under the young gas pump attendant’s 
nose. 

A gold nugget lay in Mr. Bannister’s 
seamy paw. 

“For the love of Mike! Where'd 
you find it?” gulped the youth. 

“Whilst I was doing a little work 
for the Ferndale National beside Mink 
River at Micastone Village. Neat, 
ain’t it? I’m hastening right back 
with a skillet for panning gold dust. 
Aaron Clutchbill’s new stage is leaving 
the race track for Micastone in twenty 
minutes.” 

The young gas attendant rushed 
home to leave word where he was going, 
hollering “Gold!” to acquaintances on 
the way. With blinding suddenness a 
barber threw his white coat in a 
corner, locked his door and set out in 
a run for the race track. He was not 
alone; two lawyers, a photographer 
and eight grocery clerks were paddling 
along the lane ahead of him. And in 
his rear the sound of shouting was 
starting up in the village. 

At the race track Mr. Clutchbill 
stood in the stern of the Fly yelling at 
the first arrivals of an unbroken line 
of miners pouring in from town. 

“Only 14 seats and 6 standees, gents 
... $5 a ticket!” 

In one minute flat the old director 
had $100 in 5’s crushed in a side 
pocket. A horde of disappointed 
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waiters gave the barge a push. The 
Fly caught the wind and with bulging 
sails and humming outboard roared 
out on the road for Micastone. 

Again they made the run in eight 
minutes, and as the hysterical load 
debarked Mr. Clutchbill shouted out 
an announcement. 

“Go right into Nathan Twigg’s 
store, gents, and get a complete outfit 
for the diggings.” 

The Fly heeled away again. Each 
time she returned the activity at Mr. 
Twigg’s store took on more and more 
the bedlam of a county fair. Five 
more round trips were made and then 
came a long delay. 

Finally Mr. Clutchbill and Mr. 
Bannister were seen coming. They 
were on foot. They crowded into the 
jam that filled Mr. Twigg’s store. 
Every pair of overalls, garden tools, 
pot, pan and item of food stuff had 
left the shelves. Mr. Twigg was 
standing on a chair wedged in a far 
corner with a hollering crowd in front 
of him. 

“Who'll give $20?” howled Mr. 
Twigg in a hoarse voice, holding up 
his last dish pan. 

“Here . . . here!’ yelled a dozen 
wild voices. 

The pan went out of sight in an 
instant. And with it the remaining 
crowd took one look at the empty 
shelves and bolted for the door to join 
the crowd of gold diggers lining Mink 
River. 


ME: Twigg got scrambling down to 

an old trunk and dropped in a $20 
bill, then staggered out in front of 
Mr. Clutchbill. 

“‘How’s ___ business?” 
Clutchbill. 

“Sold out!” wheezed Mr. Twigg. 
“It’s all in the trunk. I don’t know 
how much, but plenty, plenty.” 

“Lucky ... the Fly is busted. The 
sail blew out and the windmill wheel 
flew off just out of town. It must have 
gone over the mountain.” 

“Eh, Mr. Clutchbill.” Nathan Twigg 
waddled up closer. ‘“‘Has gold really 
been found on Mink River?” 

“Heh, well . . . eh, Cal, show Mr. 
Twigg that gold filling that came out 
of your tooth when the Atlantic Fly’s 
boom accidently cuffed you while you 
was working on her.” 

Mr. Bannister produced the ragged, 
glistening old nugget. 

Mr. Twigg looked at Mr. Clutchbill 
and folded his chin up under his nose 
for a lone minute. “Eh, you made 
something with the Fly?” 

“Five hundred and if we can get 
her going again before they dig up 
Mink River we’ll make another $500.” 

“Aaron, you can have the Fly, 
motor and sail. Let’s count out the 
$2,000 for the note. I’m leaving for 
Florida.” 
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